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GOVERNMENT OF INDIA 
QONSTITUENT ASSEMBLY OF INDIA ( LEGISLATIVE ) 


NOTIFICATION 

New Delhi, the 8th November, 1949 
No. 1 . 184 - I / 49 - A .- Under Rule 39 of tho Constituent Assembly ( Legisla 
tive ) Rules of Procedure and Conduct of Business , the Governor-General has 
been pleased to order the publication in the Gazette of India of the following 
Bill , together with the Statement of Objects und Reasons relating thereto , aud 
the Bill and the Statement of Objects and Reasons are accordingly publisher 
for gene nl information : 


A . Bill No . 47 OF 1949 


A Bill further to amend the Insurance Act, 1998 
WHEREAS it is expedient further to amend the Insurance Act, 1988 (IV of 
19:38 ), for the purposes hereinufter appearing ; 

It is hereby enacted as follows: 


1 . Short title and commencement . - ( 1 ) This Act may be called the 
r surance (Amendment) Act, 1949 . 

( 2 ) It shall come into force on such dato as the Central Government muy, 
v notification in the official Gazette , appoint in this behalf, and different dates 
nay be appointed for different provisions of this Act . 

2 . Amendment of section 1 , Act IV of 1988 . - For sub -section ( ) of section I 
f the Insurance Act , 1938 (hereinafter referred to as the said Act ), the follow 
19 sub -section shall be substituted , namely : 

" (2 ) It extends to all the Provinces of India , and also to every Acced 
ing State to the extent to which the Dominion Legislature has power to 
make laws for that State with respect to the matter, dealt with in this , 
Act . 


( 2187 ) 
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3 . Amendment of section 2, Act IV of 1988 .-- In section 2 of the suid Act, - 
(1) for clause (3), the following clause sholl be substituted , nainely : 
( 3) " approved seourities " means 

(i) Government securities and other securities charged on the 
revenues of the Central Government or of a Provincial Govern 
inent , or guaranteed fully as regarde principal and interest by the 
( entral Government , any Provincial Government , the Secretary 
of State in Council or the Secretary of State ; 

(ii) debentures or other securities for money issued under the 
authority of any Central Act oi Act of a Legislature established 
in a Province by or on behalf of a port trust or municipal corpora 
tion or city improvement trust in any Presidency-town ; 

(iii ) shares of a corporation established by luw and guaranteed 
fully by the Central Government or a Provincial Government au 
to the repayment of the principal and the payment of dividend ; 

(iv ) securities issued or guaranteed fully as regards principal 
and interost by the Government of any Acceding State or other 
Indian State and specified as approved securities for the purposes 
of this Act by the Central Government by notification in the 
official Gazetto ; And 

(v ) subject to the limitations contained in the proviso hereto , 
securities guaranteed fully as regards principal and interest by a 
l rovincial Government in Pakistan or charged on the revenues of 
any part of that Dominion , and debentures or other securities for 
money issued by or on behalf of the trustees of the port of Karachi : 

Provided that becurities or debentu es specified in item ( 23 ) 
shall be recognised as approved securities only for Auch purposes 
and for such period and subject to such conditions as may be 

prescribed . ; 
( 2) for elnuse (4 ), the following clause shall be substituted , namely :-- 

(4 ) " auditor " means a person qualified under the Chartered 
Accountants Act, 1949 (XXXVIII of 1949) to act as an auditor of 
companies ; ; 
(3 ) after clause (4 ), the following clause shall be inserted , namely : - - 

(4A ) " banking company " and " company shall have the mean 
ings respectively assigned to them in cluubes ( c ) and ( d ) of sub -section 
( 1) of section 5 of the Banking Companies Act , 1949 ( X of 1949) ; ; 
(4 ) after clause (5), the following clauses shall be inserted , namely : 

(7A ) " chief agent means a person who, not being a salariert 
emplovec of an insurer , in congidoration of any commission 

(i) performs any administrntive and orgunising functions for 
the insurer, and 

( 11 ) procures life insurance business for the insurer by cm 
ploying or causing to be employed insurance Agents on behalf of 
the insurer . 

(5B ) " Controller -Guneral of Insurance " or " Controller -General 
means the officer annointod by the Central Government to perform 
the duties of the Controller -General of Insurance under this Act ; ; 
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or incidenta insurance busining , 


(5 ) after clause (6 ), the following clauses shall be inserted , namely : 

(64 ) " fire insurance business " means the business of effecting , 
otherwise than incidentally to some other class of insurance business , 
contracts of insurance against loss by or incidental to fire or other 
occurrence customarily included among the riske ingured against in 
fire insurance policies ; 

(6B ) " general insurance business " means fire , marine or mis 
cellaneous insurance business , whether carried on singly or in combi 
nation with one or more of them ; ; 
(6 ) for clause (V ), the following clause shall be substituted , namely : 

( 7 ) " Government security means & Govornment security as 
defined in the Public Debt Act, 1944 (XVIII of 1044 ) ; ; 

(7 ) in clause ( 9), for the words " but does not include an insurance 
agent licensed under section 42 " the words “ but does not include a princi. 
pal ugent , chief agent, special agent, or an insurance Agent " sball be sub 
stituted ; 

( 8 ) in clause ( 10 ), the following words shall be added at the end , 
Anmely : 

" including business relating to the continuance , renewal or revival 
of policies of insurance " ; 
( 9 ) after clauso (10 ), the following clause shall be inserted , namely : 

( 10A ) " investment company means a company whose principal 
business in the acquisition of shares , stocks , debentures or other 
Recurities ; ; 
( 10 ) for clause (11), the following clause shall be substituted , namely - 

( 11 ) “ life insurance business means the business of effecting con 
tracts of insurance upon human life , including any contract whereby the 
payment of money is eesred on death (exoept death by accident only ) or 
the happening of any contingency dependent on human life , and any con 
tract which is subject to payment of premiums for a term dependent on 
human life and shall be deemed to include 

(a ) the granting of disability and double or triple indemnitv 
Accident benefits , if so provided in the contract of insurance ; 

(b ) the granting of annuities upon human life ; and 

(c ) the granting of superannuation allowances and annuitios pay 
ruble out of any fund applicable solely to the relief and maintenance of 
persons engaged or who have been engaged in any particular profes . 
sion , trade or employment or of the dependents of such persons ; ; 

(11) after clause ( 13 ), the following clauses shall be inserted , 
namely : 

(13A ) " marine insurance business ” means the business of effect . 
ing contracts of insurance upon vessels of any description , including car 
goes , freights and other interests which may be legally ingured , in or in 
relation to much vesscls cargoes and freights , goods, wares , merchan 
diso and property of whatever description insured for any transit by 
land or water , or both , and whether or not including warchouse risks 
or similar risks in addition or an incidental to such transit , and i17 
rludes any other risks customarily included among the risks insureil 
against in marine insurance policies ; 
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( 13B ) " miscellaneous insurance business " means the business of 
effecting contracts of insurance which is not principally or wholly of 
any kind or kinds included in clauses (6.A ) ( 11) and ( 134 ); ; 

(12) for clause ( 15 ), the following clauses shall be substituted , 
namely : 

( 16 ) " principal agent means a person who , not being a salaried 
employee of an insurer, in congideration of any commission , - 

(1) performs any administrative and organişing functions for 
the insurer , 

(12 ) procures general insurance business by employing or caus 
ing to be employed insurance agents on behalf of the insurer, and 

(üt ) accopts proposals , signs and issues cover -potes , policies 
or renewal receipty in respect of such insurance business under 
authority in writing granted to him by the insurer ; 

(16 ) " private company" and " public company have the mean 
ings respectively assigned to them in clauses (13) and ( 13A ) of section 2 
of the Indian Companies Act, 1913 (VII of 1913 ) ; 

( 17) " special agent " means a person who , not being a salaried 
einployee of an insurer, in consideration of any commission , procures 
life insurance business for tho insurer , by employing or causing to be 
employed insurance agents on behalf of the insurer , hut does not 

include a chief agent. 
4 . Aniendment of certain sections in Act IV of 1938 . - In sections other 
than section 2 of the said Act, for the words “ Superintendent of Insurance " and 
“ Superintendent " (occurring otherwise than in the expression “ Superintendent 
of Insurance ). the words " Controller -General of Insuranco " and " Controllor 
Generul" shall respectively be substituted 

8 . Insertion of new sections 2A and 2B in Part I, Act IV of 1938 . - - In Part 
I, after section 2 of the said Act , the following sections shall be ingerted 
namely : 

2A . Rule of construction in applying Act to Acoeding State .--- In the 
application of this Act to any Acceding State , unless there is anything 
repugnant in the subject or context, 

( 1 ) references to the Provinces or Provinces of India or to 
any Province of India shall be construed as references to that Acoed 
ing State : 

( % ) references to any Provincial Government shall be construed 
48 references to the Government of that Acceding State ; and 

(3 ) references to any enactment in force in the Provinces of India 
but not in force in that Arceding State shall be construed as references 
to the corresponding enactment, if any, in force in that State . 

2B . Appointment and duties of Controller - Goneral of Insurance . — The 
Central Government may bv notification in the officiel Gazetto , appoint a 
person to be the Controller - General of Insurance, who shall perform the 
duties of the Controller-General of Insurance under this Act 

6 . Insertion of new section 2C in Part II , Act IV of 1938. — In Part II of 
the said Act , sectiong 2A and 213 shall ha rerumhered as sections 2D and 2E , 
and before the sections as 80 renumbered , the following section shall be in 
serted , namely : 

" 20 . Prohibition of transaction of inautance business by certain per 
30n8 .- - Save as hereinafter provided , no person shall, after the commence 
ment of the Insurance (Amendment) Act , 1949 , begin to carry on any 
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class of insurance business in the Provinces , and no insurer carrying on 
any class of insurunce business in the Provinces shall , after the expiry of 
one year from such commencement , continue to carry on any such busi 
lers unless he is -- 

(a ) A public company , or 

(b ) a society registered under the Co -operative Societies Act, 
1912 (II of 1912 ), or under any other law for the time being in force 
in any Province of India relating to co -operative societies , or 

(c ) a body vorporuto incorporated under the law of my country 
or State outside the Provinces of India : 

Provided that tho Central Government may , by notification in the 
offioinl Gazette , exempt to such extent , for such period and subject to 
such conditions as it may specify , Any person or insurer from the opera 
tion of this section for the purpose of carrying on the business of granting 
superunnuation allowances and annuities of the nature specified in sub 
clause ( ) of clauso ( 11) of soction 2 or for the purpose of carrying on any 
general insurance business . " 
7 . Amendment of section 3, Act IV of 1938 . -- In section 3 of the said Aot, 
( 1) in sub - section (4), - 

(i) for « lause (1), the following clause shall be substituted , 
numely : 

" (f) if the insure makes default in complying with , or acts 
in contravention of , any requirement of this Act or of any rule or 
order made thereunder , or ’? ; 

( ii ) for clause (h ), the following clause shall be substituted , 
namely -- 

" ( h ) if the insurer ( arries on any business other than in . 
surance business or any prescribed business " ; 

( 2 ) in sub - section ( 50 ) for the wo ds , figure and letter " or that he 
18 cornplied with the order undor section 913 the words “ or that he has 
complied with any requirement of this Act or of any rule or order made 
thereunder or that he has cersed to carry on any business other than in 
furance business or any prescribed business " shall be substituted ; 

( 3 ) in sub -section (6 ), for the figures and word " 5 , 10 uncl 32 " , the 
figures . letters and word " 20", 5 , 6A , 10 (2A ), 81A and 32 " shall be sub 
stituted . 


IIA 


8 . Amendment of section 4 , Act IV of 1938 , — In sub -section ( 1 ) of section 4 
of the said Act, for the words and figures the Insurance Act , 1998 " the words 
" this Act shall be substituted 

9 . Insertion of new gections 6A , 6B and 60 10 Act IV of 1988 . – After 
sectio.1 of tho said Act, the following sections shall bo insorted , namely : 

" A . Requirements us to repital structure and voting rights and 
maintenance of registars of beneficial owners of share8 . -- ( 1) No public 
vompanv limited by shares having its registered office in any Province of 
India , shall after the expiry of one year from the commencement of the 
Ingurunce (Amendment) Act , 1949 , carry on life insurunce business, un 
less it satisfies all the following conditions, namely :-- 

(i) that the capital of the company consists only of ordinary 
shares each of which has a single face value ; 
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( ii) that, except during any period not exceeding one year allowed 
by the company for payment of calls on shares , the paid -up amount 
is the same for all shares , whether existing or now ; 

(iii ) that the voting right of every shareholder of the company in 
strictly proportionate to the number of shares held by him . 

( 2 ) A public company as aforesaid which carries on life insurance 
business 


(a ) shall maintain , in addition to the register of juombers to be 
maintained under the Indian Companies Act , 1919 (VII of 1913 ), a 
register of shares in which shall be entered the naine , occupation and 
address of the beneficial owner of each share , and shall incorpo 
rute therein any change of beneficial owner declared to it within 
fourteen days from receipt of such declaration ; 
(6 ) shall not register any transfer of its shares 

(i) unloss , in addition to compliance being made with the 
provisions of section 34 of the Indian Companies Act, 1913 (VII 
of 1918 ) , th transferce furnishes A doc aration as to whether he 
proposes to hold the shares for his own benefit or as a nominee , 
whether jointly or severally , on behalf of others , and in the latter 
case giving the name, occupation and address of the beneficial 
owner or owners , and the extent of the beneficial interest of each ; 
and 

( ii) where , after the transfer, the total paid - up holding of the 
transferee in the shares of the chipany is likely to exceed five per 
cent. of its paid -up capital or where the transferee is a banking 
or an investinent company, is likely to exceed two and a half per 
cent, of such paid -up capital, unless the previous sanction of the 

Central Government has been obtained to the transfer, 
Explanation . For the purposes of this sub -section and of sub -section 
(5 ) , the holding of a person in the shares of a company shall be deemed to 
include 

(i) the total paid - up holding in such shares held by such person 
in the name of others ; and 
( ii ) if any shares of the company are held 

(a ) hy & public limited company, of which such person is & 
member holding more than ten per cent . of the paid - up capital, or 

(b ) by a private limited company, of which such person is a 
member , or 

(o ) by a company , of wbich such person is a managing 
director , manager , managing agent or in which he has a controlling 
interest, or 

(d ) by a firm in which such person is a partner, or 

( e ) by such pe son jointly with others, 
buch part of the total paid -up holding of the company or firm or of 
the total joint holding in those shares, as is proportionate to the con : 
tribution made by such person to the paid -up capital of the company, 
the paid -up capital of the firm or the joint holding, as the caso may 


be . 
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( 3 ) Every person in whose namo apy shares are registered in the 
register of members of any company referred to in sub -section ( 3 ) on the 
date on which the provisions of this section become applicable to the 
company, shall within thirty days from that date make a declaration to 
the company as to whether there are any beneficial owners other than him 
self in any shares standing in his name, and if so , stating the name, 
occupation and address of the beneficial owner of each such share , and 
notwithstanding anything contained in any other law or in any contract to 
the contrary , a person who fails to make a declaration as aforesaid in res 
nect of any shares , shall not be entitled to any yote as a shareholder of the 
coinpany in respect of those shares , 

( 4 ) Every person who has any interest in any share of a company 
referred to in sub -section ( 2 ) which stands in the name of another person 
in the register of members of the company, shall, within thirty days from 
the date on which the provisions of this section become applicable to the 
company or on which he acquires such interest , whichever is later , make a 
(leclaration (which shall be countersigned by the person in whose name the 
share is registered ) to the company declaring his interest in such share , 
and notwithstanding anything contained in any other law or in any contract 
to the contrary , a person who failg to make a declaration as aforesaid in 
respect of any share shall be deemed to have no right or title whatsoever 
in those shares . 

(5 ) If the totul puid - up holding of any person in the shares of a com 
pany referred to in sub -section ( 2 ) on the date on which the provisions of 
this section become applicable to the company owooods two and a half per 
cent . of its puid -up capital where that person is el banking company or an 
investment company , or fivo per cent . of its paid - up capital in any other 
rase , he shall dispose of the excess holding of shares within one year from 
that date or such further perind 16 714 be allowed by the Central Govern 
ment , and shall not be entitled to any vote 83 A shareholder of the com 
pany in respect of such excess holding of shares 

Provided that the Centrul Government may , subject to such restric 
tions as it may think fit to impose , exempt from the operation of this sub 
section any insurance company in any case where the total paid -up holding 
of such insurance company in the shares of any other insurance company 
exceeds the limits specified in this sub -section if the other insurance com 
pany is or is to be made the subsidiary company of the insurance company. 


( B . Provision for securing complianoe with requirements relating to 
yapital structure . - - ( 1) For the purpose of enabling any public company 
( irrying on life insurance business to bring its capital structure into con 
formity with the requiroinents of section BA , an officer appointed in this 
behalf by the Central Government may , notwithstanding anything con 
tained in the Indian Companies Act , 1919 (VII of 1913 ), - 

( a ) cxamine any scheme proposed for the purpose aforesaid 
by the directos of the company : 
Provided that 

(i) the scheme has been placed before a meeting of the share 
holders for their opinion and lias been forwarded to the officer 
together with the opinion of the shareholders thereon ; and 

(ii ) the schere does not involve any diminution of the liability 
of the shareholders in respect of unpaid -up share capital ; 
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(b ) invite objectious and suggestions in respect of the scheme so 
proposed ; and 

(c ) after considering such objections and suggestions to the 
scheme so proposed , sunction it with such modifications as he may 
consider necessary or desirable 

( 2 ) Against the decision of the officer sanctioning a scheme under sub 
section ( 1), nny shareholder or other person aggrieved thereby inay, within 
binety days of the dute of the order sanctioning the schome, profer All appeal 
to the High Court within whose jurisdiction the registerod office of the in 
Nirel 18 situate 

( 3) The vlerision of the IIigh ( ourt where an appeal lus been preferred 
to it undor sub -section ( ), or of the offichi aforesaid where to such appeal 
has been preterred , shall be finel und binding on all thy hareholders and 
other persons concerned . 

8C ( onvertion of company limileliv 4101ps into company limited by 
juurantes - (1 ) Where a public coinpany limited by shares carrying on in 
surance hubmess has passed a special resolution for converting itself into 
a public company limited by guarantee , it may supply to the Central Govorn . 
ment with a scheme for putting the special resolution into effect, including 
any provision for the alteration of the memorandum or articles of associa 
tion in so far as it may be necessary for this purpose 

(2 ) If the ( entral Government, after giving such notice to any person 
concerned in it thinks fit, is satisfied 

(r ) that tlie scheme inhee suitable provision with stumpert to the 
lepayment conversion or liquidation of tlic paid -up capital of the 
company , 

( b ) that the couisont of the creditors to the conversion of the room 
pany limited by shares into A company limited by guarantee has been 
ohlained , or thnt suitable provisions have been made for discharging , 
detorming or securing the debts or claims of such croditors , and 

( c ) that the scheine in otherwise reunonable , it may sanction the 
scheme and thereupon the scheme shall become binding on the com 
pany und on all the persons concerned 

( 3 ) Against tlie decision of the Central Govermont Sallictionugi 
scheme under sub -section ( 2 ), uny person nggrieved thereby nay , within 
ninety days of the date of the order sanctioning the scheme, prefer am 
appeal to tho High Court within whose jurisdiction the registered office of 
the insurer 18 situate 

(4 ) The decision of the High Court, where in appeal has been preferred 
to it under sub -section ( 3 ) or of the Contral Governniont where no such 
appeul has been preferred , shall be final and binding on all the l or 40119 ( 01 
cerned 

(6 ) When it chere has been sunetioned under this section , the com 
pany shall file with the Registrar of companies a partified copy of the 
scheme As Synctioned , and thereupon the provisions of the Indian Com 
panies Act , 1919 (VI) of 1913 ), ro ating to companies limited by 011211ntee 
shall become applicable to the company. " 

10 . Amendment of section 7, Act IV of 1938 . — In section 7 of the waid 
Act , 

(i) in clause (1 ) of sub- seclion ( 1 ), the words that is to shy, insurance 
which is not in the opinion of the Central Government principally or wholly 
of any kind or kinds included in clauses (a ), (b ) or (0 ) shall be omitted , 


THE VIZETTE OF INDIL, EXTRJORDINARY , NOV . 8 , 1949 2176 


(ii ) in sub -section (4 ) und tho proviso to sub -section (5 ), the words 
" und not being un insurer incorporated in or domiciled in the United King 
dom " shall be oinitted . 

11 . Amendment of Section 10 , Act IV . o1 - 1988. - 1 sub -section ( 2 ) of section 
10 of the said Act, for the words beginning with the words and a statement, 
certified by an auditor and ending with the words in any case think fit to 
Allow , the following shall be substituted , pamelyi 

" And every insurer shal , within the time limited in sub -section (1 ) of 
heotion 15 in regard to the furniilling of the stuitements and accounts l e 
ferred to in section 11, furnisl. to the Controller - tenerul it statement show 
ing in detail such assets as at the close of every calendar year duly certified 
big an auditor or bp A person qunlified to audit under the law of the insurer s 
mountry : 

Pruvi.led that sul stutement mhall, in the ( 24 of an insurer to whom 
scretion 11 uppljer , be set out is a part of tho balance sheet mentioned in 
(" :lllme (a ) of sub -steliol ( 1 ) of that section : 

Provided further that mm 1114wer may show in such statement all the 
ilhoeta held in his life department, but at the same time showing any 
clecluctions on count of genernl reserres and other liabilities of that de 
partment : 

Provided also that the Controllor -Gellcral may call for a statement 
simille certified of m1h Asscts ng at any other date specified by him to be 
tuunisheil within a period of three monthy from the late with reference to 
Which the statement is called for ." 

12 . Amendment of section 11 , Act IV of 1938 . - sub - section ( 2 ) of section 
11 of the said Act , for the words accompanied by a statement containing tho 
mmes and descriptions of the persons in charge of the manugenient of the 
business , the roula " riccompunied by a statement containing the names , des 
criptions and occupations of, and the directorships held by the persone in 
charge of the inunigonient of the businesa " shui he substitutes and the words 
" hv such persons shall be omitted . 


13 . Amendment of section 13 , Act IV of 1938 .- - in section 13 of the 
snil Act , 

(1) in sub -section ( 1 ), and the proviso to sub -section (4 ), for the words 
in every five years the worls in every three years shall be substi 
tuted ; 
( ii ) to sub -kertion (1 ), the following provisos shall be added , namely : 

" Provider that for an insuror carrying on life insurance business 
in India at the commencement of the Insurance (Amendment) Act , 
1949, the last date ils at which the first investigation after such com 
nicncement gloull be caused to be made by an actuary sha l be 

(c ) the 31st day of December , 1950 , or the date of expiration 
of five years from the date as ut which the last investigation was 
made by an actuary before such cominencement, whichever is 
earlier , where the said last investigation was at a date 

( ) before the 31st day of December, 1946 , but not 
more than five years before such commencement, or 

(ii) after the 30th day of December , 1946 , but before 
the 31st day of December , 1947 , and had disclosed a defi 
cit in the life iusurance fund ; 
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h) the actuary belote 80th day of D47, and di 


( after th of Decemrance 
fun 


(b ) the 81st day of December , 1051, where the last investiga 
tion by an aotuary before such commencement was at a date 

(1) after the 80th day of December , 1946 , but before 
tho 81st day of December , 1947, and did not disclose A 
deficit in the life insurance fund ; or 

( it) after the B0th day of December , 1047 , but before 
the 31st day of December , 1948 ; 
(c ) the 31st day of Docernbe , 1952 , where the last in 
vestigation by an actuary before such commencement was as sit 
any date after the 30th day of December , 1948 , but before such 
commencement : 

Provided further that, in the case of an insurer who has not caused 
an invostigation to be made by an actuary as at any date prior to sucb 
commencement, the date of commencement of life insurance business 
in India bhall, for the purpose of the preceding proviso , be deemed to 
be the date as at which the last investigation was made by an actuary 
before such commencement and such investigation shall be deemed to 

have disclosed no deficit in the life insurance fund . " 
14 . Amendment of section 19 , Act IV of 1938 . - In nection 19 of the said 
Aot , for the words " an abstruct of the proceedings of every general meeting 
the words " a certified copy of the minutes of the proceedings of overy general 
meeting, as entered in the Minutes Book of the insurer shall be substituted . 

18 . Amendment of section 21. Act IV of 1938 . — 111 clause ( it ) of sub 
coction (1) of section 21 of the said Act, 

(1) after the words " delivered to the insurer " the words " or of such 
further time as the Controller -General may specify in the requisition " 
sha l be ingerted ; 

(ii ) after the word and figures section 28 " the words , figures , and 
letter “ or section 28A " shall be inserted , 

16 . Substitution of new section for section 27 Act IV of 1938. – For section 
27 of the said Act, the following section shall be substituted , namely : – 

" 27. Investment of assets . — ( 1) Every insurer shall invest and at all 
times keep invested issets equivalent to not less than the sum of 

( a ) the amount of his liabilities to holders of life ingurance policies 
in India on account of matured claims, and 

(b ) the amount required to meet the ljubility on policies of life 
insurance muturing for payment in Indin , 
1686 — 

(i) the amount of premiums which have fallen due to the insurer 
on such policies but have not been paid and the days of grace for 
payment of which have not expired , and 

( ii ) any amount due to the insurer for oans granted on and within 
the surrender values of policies of life insurance maturing for payment 
in India issued by him or by an insuror whore business he has acquired 

And in respect of which he has assumed liability , 
in the manner following, namely , twenty -five per cent. of the suud suin in 
Government securities , i further sum equal to not less than twenty - five per 
cent . of the said sum in Government securities or other approved securi 
ties and the balance in any of the approved investments specified in sub 
section ( 1 ) of section 27A or , subject to the limitations, conditions and res 
trictions specified in sub -section (2 ) of thyt section , in any other investment . 
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( 2) For the purposes of sub -section (1),--- 

(a ) the amount of any deposit marle under section 7 or section 98 
by the insurer in respect of his life insurance business shall be deemed 
to be 86bets invested or kept invested in Government securities ; 

(b ) the securities of, or guaranteed as to principal and interest by , 
the Governnent of the United Kingdom shall be regarded as approved 
securities other than (tovernment securities for a period of four years 
from the commencement of the Insurance (Amendment ) Act , 1949, in 
the manner and to the oxtent hereinafter specifiel, namely , 

(1) during the first yeur , to the extent of twenty - five per cent . 
in value of the sum referred to in sub -section ( 1) ; 

(ii ) during the second year , to the extent of eighteen and 
three -fourths per cent, in value of the said sum ; 

( iu ) during tho third year , to the extent of twelve and a half 
per cent, in value of tho sail sum ; and 

(iv ) during the fourth year , to the extent of six and a quarter 
per cent in value of the said sum : 


Provided that , if the Central Government so directs in any case , the 
securities specified in clause (b ) shall be regarded as approved securities 
other than Governinent securities for a longer period than four years , but 
not exceeding six years in all , and the manner in which and the extent to 
which the securities shall he so regarded shall be as specified in the 
direction . 
( 3) In computing the ussels referred to in sub -section (1),- - 

( a ) any investment made with reference to any currenoy other 
than the Indian rupee which is in excess of the amount required to 
meet the liabilities of the insurer in India with reference to that cur 
rency , to the extent of such excess ; and 

(b ) any investment made in the purchase of any immovable pro 
perty outside India or on the security of any such property , 
shall not be taken into account. 

(4 ) Where an insurer han accepted reassurance in respect of any 
policies of life insurance issued by another insurer and muturing for pay 
ment in India or has ceded reussurance to another insurer in respect of 
any such policies issued by himself, the sum referred to in sub -section ( 1 ) 
shall be increased by the amount of the liability involved in such acceptance 
and decreased by the amount of the liability involved in such cession . 

(5 ) The Government securities and other approved securities in which 
uggets are under sub -gection ( 1) to be investerl and kept invested shall be 
held by the insurer free of any encumbrance , charge , hypothecation or lien . 

(6 ) The assets roquired by this section to be held invested by an in 
surer incorporated or domiciled elsewhere than in the Provinces shall be 
held in India , except such foreign assets , if any, as may be held outside 
India , and all such assets shall be held in trust for the discharge of the 
liabilities of the nature referred to in sub -section ( 1 ) and shall be vested in 
trustees approved by the Central Government who are either 

(a ) citizens of India , or 

(6 ) companies, co -operative societies or other bodies registered in 
the Provinces , 
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and the instrument of trust under this sub -section shall be executed by 
the insurer with the approval of the Central Government and shall define 
the manner in which alone the subject-matter of the trust shall be dealt 
with . 

Explanation .--- This sub -section shall apply to an insurer incorporated 
in the Provinces whose share - capital to the extent of one-third is owned by, 
or the members of whose governing body to the extent of one-third con 
sists of, members domiciled elsewhere than in the Provinces . 

17 . Ingertion of new section 27A in Act IV of 1938 . - - After section 27 of 
the said Act , the following section shall be inserted , numely : -- 

" 27A , Further provisions regarding investment8 . - ( 1 ) No insuror shall 
invest or keep invested any part of his controlled fund otherwise than in 
any of the following approvel investments , namely : 

(a ) upproved securities ; 

(6 ) securities of, or guaranteed us to principal and interest by the 
Government of the United Kingdom or any British possession ; 

(c ) dobentures or other securities for money issued with the per 
mission of the Provincial Government by any municipality in a Pro 
vince ; 

(a ) debentures or other securities for money issued by any 
Authority constituted under any housing or building scheme approved 
by the Central or a Provincial Government, or by any authority or body 
constituted by any Central Act or Act of a Legislaturc ostublished in 
a Province ; 

(e ) debentures secured by a churge on any immovable property , 
plant or equipment of any company which has puid interest in full for 
at least five out of the seven yenrs immedintely preceding on such or 
similar debentures issued by it ; 

( debentures of any company which hus puid dividends on its 
ordinury shares for at least five out of the seven years immediately 
preceding ; 

(g ) preference sliures of any company which has paid dividonds 
on its ordinary shares for at least five out of the seven years imm - di 
ntely preceding ; 

(h ) shares of any company which have been guaranteed by an 
other company , Slo other company having prid dividends on its ordi . 
nary shares for at least five out of the seven years immediately pre 
ceding : 

Provided that the amount of shares under guarantee is not in ex 
cess of fifty per cent , of the amount of prefereuce and ordinary shares 
of the guruntveing company : 

( ) sharus of ( liv company on which disidends of not less than 
four per cent, including bonus have been paid for at least sevon out of 
the nine years immediately preceding ; 

(1) first mortgages on immovable property in the Provinces or in 
any other country where the insurer is carrying on insurance business : 

Provided that the property mortguged is not lease -hold property 
with an outstanding term of less than thirty years and the value of 
the property excee ls by one - third , or if consisting of buildings, ex 
ceeds by one -half, the mortgage money ; 
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(k ) immovable property in the Provinces or in any other country 
where the insurer 15 Carrying on insuránce business : 

Provided that the property is free of all encumbrançes ; 

(1) loans on reversions of life interests , or on policies of life in 
surance within their surrender values issued by him or by an insurer 
whose business he has acquired and in respect of which business he 
has assumed liability ; 

( m ) reversions and life interests ; 

(n ) fixed deposits with banks included for the time being in the 
Second Schedule to the Reserve Bank of India Act, 1984 (II of 1934 ) ; 

(o ) debentures of, shares in , or fixed deposits with , co -operative 
societies registered under the Indian Co -operative Societies Act , 1912 
(II of 1012 ) or under any other law for the time being in force and 
doing banking business ; 

( p ) such other investments as the Central Government may , by 
notification in the official Guzette , declare to be approved investments 
for the purposes of this section . 

( 2 ) -Notwithstanding anything contained in sub - soction (1 ), an insurer 
being a company may , subject to the provisions contained in the next suo 
ceeding sub -sections, inivest or keep invested any part of his controlled fund 
otherwise than in an approved investment , if 

(D) after such investment, the total amounts of all such invest 
monts of the insurer do not exccod Aftcen per went of the sum roferred 
to in sub -section (1 ) of section 27 , 

( ii) the investment is made, or in the caso of any invostment al 
ready made the continuance of such investment is with the congent of 
all the directors present at a meeting and eligible to voto , special notice 

of which has been given to all the directors then in India , 
and all such investments , including investments in which any director is 
interested shall be reported without delay to the Controller -General with 
full details of the investments and the extent of the director s interest in 
any such investment . 

(3 ) An insurer shall not out of his controlled fund invest or keep in 
vested in the shares of any one banking company or investment company 
more than 

(a ) two and a quarter per cent of the sum referred to in sub 
section (1 ) of section 27 , or 


(b ) two per cent. of the subscribed share capital and debentures 
of the banking company or investment company concerned , 
whichover is less : 

Provided that nothing in this sub - section shall apply to investments 
in the shares of the Imperial Bank of India . 

( 4 ) An ingurer shall not out of the controlled fund invest or keep in . 
vested in the shares or debentures of any one joint stock company other 
than a banking company or investment company more than 

(d ) two and a quarter per cent of the sum teferred to ini sub 
section (1 ) of gection 27, or 
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(b ) ten per cent. of the subscribed share capital and debentures 
of the joint stock company , 
whichever is legs : 

Provided that nothing in this sub -section bhall apply to any invest 
ment made with the previous consent of the Central Government by an 
insurer , being a company, with a view to forming a subsidiury company 
carrying on insurance business . 

(6 ) An insurer shall not out of his controlled fund invest or keep in . 
Vested any sum in the shares or debentures of any private limited company. 

(6 ) Where an investment is in partly paid -up shares, the upoalled 
liability on such shares shall be added to the amount invested for the pur 
pose of computing the percentages referred to in clause (a ) of sub -section 
( 3) and clause (a ) of sub -section (4 ). 

( ) Notwithstanding anything contained in sub -sections (3 ) and (4 ), 
where new shares ure issued to the existing shareholders by a joint stock 
company the existing shares of which are covered by clause ( 11 ) or clauso 
(1) of sub - section (1 ) and of which an insurer is already a shareholder, the 
insurer may subscribe to such now shares : 

Provided that the proportion of new shures subscribed by him does 
not excoed the proportion which the paid -up amount on the shures held by 
him immediately before such subscription bears to the total paid up capital 
of the company at the time of such subscription . 

(8 ) If, on an application submitted through the Controller-General, 
the Central Government is satisfiod that special grounds exist warranting 
such exemption , the Central Government may , for such period , to such 
extent and in relation to such partiçular investments and subject to such 
conditions as may be specified by it in this behalf, exempt an insurer from 
all or any of the provisions of sub -sections ( 3), (4) and (7). 

(9 ) An ingurer shall not keep more than three per cent. of the coul 
trolled fund in fixel deposit or current deposit , or partly in fixed depozit 
end partly in current deposit, with any one banking company : 

Provided that in applying this sub - section to the amount in deposit with 
u banking company on any day , all the premiums collected by that com 
pany on behalf of the insurer during the preceding thirty days shall he 
excluded . 

( 10 ) All assets forming the controllod fund , not being securities in 
vested or held invested in accordance with section 27 shall (except for a 
purt thereof not exceeding one- tenth of the controlled fund in value which 
inay, subject to such conditions and restrictions as may be prescribed , he 
offered & security for any loan taken for purposes of any investment) ho 
held free of any encumbrance , charge , hypothecation or lien . 

( 11) If at any time the Contral Government considers any one or more 
of the investments constituting on insurer s controlled fund to be 
unsuitable or undesirable , the Central Government may , after giving the 
jneuser an opportunity of being heard , direct him to realise the investment 
or investments , and the insurer shall comp y with the direction within 
Auch time as may be specified in this behalf by the Central Government . 

( 12) Every insurer in existence at the commencement of the Insurance 
( Amendment) Act, 1949 , whose investments or any part thereof at such 
commencement contraveno any of the provisions of this section , Ahall 
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DOWN 


Aubinit to the Controller -General & report specifying every such investment , 
within thirty days from the date on which this section comes into force ; 
and the provisions of this section shall not apply in relation to any such 
investment for a period of one year from the commencement of that Act 
or for such further period or periodo As the Central Government mny , 
by order , a low in respect of such investment on the ground that Darlier 
realisation thereof will not be in the interests of the insurer . 

( 19) Nothing contained in this section shall be deemed to affect in any 
way the manner in which any moneys relating to the provident fund of 
any employee or to any security taken from any employee or other moneys 
of a lihe nature are required to be held by or under any Central Act or 
Act of a Legislature established in a Province . 
Explanation . In this section " controlled fund " means 

(a ) in the case of any insurer specified in sub -clause (a ) ( ii ) or 
sub - clause (b ) of clauge (9 ) of section 2 and carrying on life insurance 
business 

( i) all his funds, if he carries on no other class of insurance 
business ; 

(ii ) all the funds appertaining to his life insurance business 
it he carries on some other class of insurance business also ; and 

(b ) in the case of any other insurer carrying on life insurance 
business 

(i) all his funds in India , if he carries on no other class of 
insurance business , 

(ii) all the funds in India appertaining to his life insurance 
business if he carries on some other class of insurance business 

elso , 
but does not include any fund or portion thereof in respect of which the 
Controller -General is satisfied that such fund or portion thereof, as the 
C880 may be, is regulated by the law of any country outside India or in 
respect of which the Controller -General is satisfied that it would be 

impracticable to apply the provisions of this section ." 
18 . Amendment of section 28 , Act IV of 1938 . — In Aection 28 of the 
said Act - - 

li) in sub -section ( 1), the words " registered under this Act" shall be 
omitted , 

( ii ) after sub -section ( 2), the fo lowing sub -sections shall be inserted , 
namely -- 


" (2A ) In respect of the Government securities and other approved 
securities invested and kept invested in accordance with sub -section 
( 1 ) of section 27 an insurer shall submit along with the returns referred 
to in sub -sections ( 1 ) and ( 2 ) a certificate , where such assets are in the 
custody of a banking company, from that company , and in any other 
CABe , from the chairman , two directors and a principal officer , if the 
insurer is a company, or otherwise from a principal officer of the 
insurer , to the effect that the securitics are held free of any encum 
brance , charge, hypothecation , or lien , and every such certificate after 
the first shall also state that since the date of the certificate imme. 
dintely preceding all the securities have been so held . 


ls precedins state that since the and every such certits encum 
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( B ) In respect of the assets forming the controlled fund within 
the meaning of section 27A , and which do not form part of the 
Government securities and approved securities invested and kept inves 
fed in accordance with section 27 , An insurer sha l submit , along with 
the returns referred to in sub - section ( 1) and ( 2 ), a statement , where 
such aggets are in the custody of a banking com 
pany, from that company , and , in any other case , 
from the chairman , two directors and a princi 
pal officer if the ingurer is a company, or from a principal officer of the 
insurer if the insurer is not a company, specifying the assets which 
are ribjected to a charge and certifying that the other aggets are held 
tree of any encumbranco, charge, hypothecation or len , and every 
such statement after the first shall also specify the charges crented in 
respect of any of those assets since the date of the statement imme 
diately preceding , and , if any such charges have been liquidated , the 

date on which they wern so liquidated " 
19 Insert on of new section 28 A In Act IV of 1988 - - After section 28 of 
the said Act, the following section shall be inserted , namely : 

" 28A Roturn showing changes in invostment - Every ineuer 
carrying on life insurance business shall furnish to the Controllor-General 
A return in the prescribed form showing the changes in tho investments 
constituting his controlled fund , referred to in soction 27A during each of 
the quarters ending on the last day of March , June, September and 
December , within thirty days from the close of the quarter to which it 
relates , and every such return shall be certified by a principal officer of the 
insurer . " 

20 . Amandment of section 29 , Act IV of 1938 . - In soction 29 of the 
said Act , 

(1) in the first proviso to sub -section ( 1 ), for the words " nothing herein 
contained " the words " nothing contained in this sub -section " shall be 
substituted ; 

(ii) the second and third provisos to sub -nection ( 1) shall be omitted ; 

(iii ) to the fourth proviso the following words shall be addeil, 
namely : --- 

" and where any such loan or advance is made out of my life 
insurance fund the matter shall be reported without delar to the 
Oontroller -General." ; 

( iv ) after sub -section (2), the following sub -section shall be uddel, 
namely : — 

" ( 3 ) Subject to the provisions of sub -section ( 1 ), no insurer 
carrying on life insurance business shall grant 

(a ) any loans or temporary Advances either on hypothecation 
of property or on personal security or otherwise , except auch loans 
as are specified in suh -section ( 1) of section 27A ; 

(b ) temporary advances to any chief, special or insurance 
agent to facilitate the carrying out of his functions as such except 
in cases where guch advances do not exceed in the Aggregate 

☺) in the case of a chief agent, overriding renewal com 
mission earned by him , 

( ii ) in the case of a special agent, one-half of the over 
v riding commission earned by him , 
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(il) in the case of an insurance ageut, the renewal com 

mission earned by him , 
during the two yeurs immediately preceding . 

(4 ) Every loan or udvance existing ut the commencement of the 
Insurance (Ainendment) Act , 1949 , which contraines the provisions 
of sub -section (3 ) shull be notified by the insirer to the l ontroller 
General within thirty days of such commonceinent in a shall notwith 
standing any contract to the contrary he repaid within ona vear trom 
such commencement. 

(5 ) Where any event occurs yiving mbt to l uniytances , the 
Hximtence of which at the time of the graut of any subsisting loun or 
udvance would have made Buch grant a contravention of this section , 
such loan or advance shall, potwithstanding anything in any contract 
to the contrary be repaid within three montha froni the occurrence of 
such event. 

( 6 ) IN ( uoc vt detuult in complying with the provisions of sub 
section ( 4 ) or sub -section (6 ), the director , manager auditor, actuary , 
officer or partner , or the chief, special or inpurance agent concerned 
shall , without prejudice to any othor penalty which he inuy inour , 
cease to hold office under , or to act for, the insurer granting the loud en 
the expiry of the Anid period of one verr or three months , as the 

Cabo may be ." 
21 . Amendment of section 30 , Act IV of 1988 . — In section 80 of the said 
Aot , after the word and figures " gection 27 the word figures und letter 
" section 27A ” shall be inserted . 

22 . Amondment of section 81 , Act IV of 1988 . - In section 31 of the said 
* Act, efter alb -nection (2 ), the following etib -section shall be inserted , 
namely : 

" ( 3) Nothing contained in this section shall be deerued to prohibit the 
endorsement in favour of a banking company of any security or other 
document solely for the purpose of collection or for realisation of jatorrat, 
bonus or dividend . " 


29 . Iasortion of now sections 81A and 81B in Aot IV of 1988 . - After Hotiori 
81 of the said Act, the following sections shall be inserted , namely : 

" B1A . Provisions rolating to managers, oto - - ( 1) Notwithstanding 
anything to the contrary contained in the Indian Companies Act , 1918 
(VIT of 1918 ), or in the articles of association of the ingurer , if a company 
or in any contract or agreement, no ingurer shall nfter the expiry of 
three months from the commencement of the Insurance (Amendment) Art, 
1949 , 

( a ) be managed by a company or A tirm , or 

(1 ) be directed or managed by , or employ as manager or officer 
or in any capacity , any person whose remuneration or any part 
thereof takes the form of commission or bonus or share in 
the valuation surplug in respect of his life insurance business , or 

(c ) be directed of managed by, or employ all manager or 
officer or in any capacity , any person whose remuneration or any 
part thereot takes the form of oommission or bonus in respect of his 
insurance burineng other than life insurance businAAR 
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WII 


shall be deemed to 


Provided that nothing in this sub -section 
probibit 


(i) the poyment of commission to & chief Agent, opeoia 
agout or an insurance Agent, in respeot of life ingurance businou 
procurod by or through him ; 

(ii) the payment of commission to the principal agent or an 
insurance agent in respect of general ingurance business procurad 
by or through him ; 

( ii ) the payment of conumission , for such period be tho 
Central Government may determine, to & person not being an 
officer of an insurer who was , on the 1st day of November , 1944, em 
ploying on behalf of an inßuror chief agents or special agents and 
continues so to do in respect of insurance business prooured by or 
through him : 

(iv ) the employment of any individual otherwise than a 
an officer who in his capacity as an insurance agent , receivog 
commission in respect of insurance business procured by him ; 

(v ) the employnent as an offioer of any individual who 
receives renewal commission in respect of life insurance businong 
prooured by him A8 An ingurange agent before suob employment , or 
before the commencement of the Insurance (Amendment) Aot, 1949 , 
whichever is later ; 

(vi) the payment ofA shure in the profit # of insurange 
business othe " than life insurance business ; 


(vii) the payment of bonus in any year on a uniform basis to all 
salaried employees or any class of them by way of additional remune 
ration , such bonus, in the 0880 of any omployou , not oxoeeding in 
amount the equivalent of his salary for a period which , in the opinion 
of the Central Governnient, is reasonable having regard to the ciroum 
Btances of the cane. 

( 2 ) Notwithstanding Allything to the contrary contained in the 
Indian Companies Act , 1918 , or in talle urticles of association 
of the insuror , being a company, or in any contruct or agreement, 
no manager , managiug director or any other person concerned in the 
management of an insurer s business shall be entitled to nominate a sub 
censor to his office , and no person so nominated , whether before or after 
the commencement of the Insurance (Amendment) Act, 1949 , shall be en 
titlert to hold or to continue in such ofice 

( 3 ) If in the case of any insurance company provision is made 
by the articles of A $ anciation of the company or by an ugree 
ment artered into between any person and the company for empower 
ing you director or manager or other officer of the company to Assign his 
office to anv other person , Anv Assignment of office made in pursuance of 
the snid provision , shall , notwithstanding anything to the contrary con 
tained in the said provision or in section 801 of the Indian Companies 
Act , 1918 he void 

( 4 ) No person shall have any right, whether in contract or otherwise , 
to any compensation for inv las incurred hy reason of the operation of any 
provision of this section . 


e to Antonim manager of our person and theinpany or 
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918 . Power to restrict payment of 600e8sive remuneration . - ( 1) The Central 
Government inay , if it is satisfied that any insurer is paying any person in res 
pect of ingu . unce business transacted in India remuneration , whether by way 
of commission or otherwise, on 1 scale disproportionate, according to 
the normal standards prevailing in insurance business , to the resour 
con of the insurer , call upon the insuror to comply within six inonths 
with suob dureotions as it may think fit to 18511e iu the matter, and if compliance 
with the direotions so issued requires the alteration of any of the terms of the 
contract entered into by the insurer with wlich person , no compensation shall be 
payable to such person by the insure bę rALBON Only of such Alterntion or of 
the resignation of such person if the altered ternus are not acoeptable to him 
and no puyment by way of rulwal connivimi or otherwise sball he made to 
Auch person by the name in rapport of any prmniud puid after the date of 
Auch resignation . 


19) Evrt inmurel huell , betile the book at this month following every 
year, Aubinit to the controller -tieneral the statement in the prescribed form 
ablowing the remunertion paid whether by way of cominission or otherwise , 
to any person in Cape u loete wuch revmuteration exceeds the gum of five thou 
sand rupees in that year 


( 3 ) Where all pr9Up not being a chiet igelit , prmcipal ugon or special 
agent is in receipt of remuneration exceeding the sum of fire thousand rupees 
in any you , the controller ( veneral mar by notice in writing require the insurer 
to submit cortified oopies of the ruement artered into between the ingurer 
und any such person , and the nur wall pl with any such requisition 
within the tiine specified in the notion 


24 . Ingertion of new section 32A in Act IV of 1988 . - After section 82 of 
the nail art, the following section shall be inserter , namely : 

92A . Prohibition of common officers and requirement almitin whole -time 
officors . - ( 1) A managing director or other officer of i111 ingurur specified in 
sub -olmuse (b ) of clause ( 9) of section 2 : 1d ( rriving in life insurance busi 
nens shall not be a inlaging director or other officer of any other insurer 
carrying on life insuranc hisineus or of a haking croppant or of an invest 
ment company ; 


Provided thut thi ( untral Government may permit such managing 
lirertor or other officer to be a managing director or other officer 
of any other insuror carrying on life ingurance business for the purpose 
of amnlgamating the business of the two insurers or transferring the busi 
neamen of one insurer to the other. 

( 9) Where an insurer pecified in sub -cause (6 ) of clause ( 9 ) 
of section ? has life insurance fund of more than twenty - five 
lakhs of rupees or inguranca funds to talling more than fifty lakhs of rupees , 
the manager , managing director or other officer of the insurer shall be al 
whole -lime employee of the insurer . 


Provided that the Central Government may , for such period na it thinke 
fit , permit tho employment of any specified person as a part- time manager 
managing direoter or other officer of guoh insurer , 
(9 ) Nothing in this section shall prevent 

(a ) the manager , managing director or other officer of an insurer 
being the manager , managing director or other officer of a subsidiary 
Company of the irreurer : 
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time, by order the order to investimento investi 


(b ) the manager , managing director or other officer of an insurer, 
exclusively carrying on life insuranco business , being the Munager , 
managing director or other officer of an insurer not carrying on lito 
insurance business : 

(c ) an officer in the employment of an insuror trom giving pro 
fessional advice . 

Explanation . — In this section the expression otticer dous not incluido 
a director . " 

28 . Ingertion of new section 34A in Act IV of 1938 . After section 34 of 
the said Aot , the following section shall be inserted , namely : 

" B4A . Power of investigation . - ( 1) The Central Government may at 
any time, by order in writing, direct the Controller -General or any other 
person specified in the order to investigate the affairs of any insurer and to 
report to the Central Government on any investigation made by him 

Provided that the Controller General or the other persou may , wherever 
necessary , employ an auditor or actuary or both for the purpose of asgigt 
ing him in any investigation under this section . 

( 2 ) It shall be the duty of every manager , managing director or other 
officer of the ingurer to produce before the person directed to muku the in 
vostigation under sub -section ( 1) all such books of account , registers and 
other documents in his custody or power udd to furnish him with any state 
ments and information relating to the affairs of the insurer as the said per . 
4on may require of him within such time as the said person may specify 

( 3) Any person , directed to make an investigation under gub -section 
( 1) , may examine on oath , any manager , managing director or other officer 
of the insurer in relation to his business and may administer onthe accord 
ingly . 

( 4 ) On receipt of any report under sub -section ( 1) , the Central (tov 
ernment may , after giving such opportunity to the insurer to make a repre 
mentation in connection with the report an , in the opinion of the Central 
Invernment, seems reasonable , by order in writing , 

( a ) require the insurer to take such action in respect of any mutter 
As the Central Government may think fit, or 

(b ) - direct the Controller-General to cancel the registration of the 
ingurer and to apply to the Court for the winding up of the insurer , 
if a pompany . 

( 6 ) No order made under this mootion shall be called in question in any 
Court, 

(6 ) All expenses of, and incidental to ), any investigution nade under 
this section shall be defrayed by the insurer, shall have priority over other 
debta due from the insurer and shall he j ecoverable - an arroar of land . 
revenue . " 

28. Amendment of section 35 , Act IV of 1938 .- In * ction 95 f the Wald 
Aot, 

(1) in sub -section ( 1 ), for the words " Court having jurisdiction over one 
or other of the parties concerned " , the word “ Controller -General shall be 
Rubstituted ; 

( ii ) in gub- section (3 ), for the word " Court " and the words " Central 
(tovernment" , wherever they occur, the word " Controller - (teneral shall 
be substituted ; 
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( iii) sub -section (4) shall be omitted , 
27 . Amendment of section 38 , Act IV of 1938 .- - Section 36 of the said Act 
shall be renumbered as sub -section ( 1) of thut section , and 

(a ) in that sub -section as 80 renumbered , - 

(1) for the words " Court " and " it " , wherever they occur, the 
words " Controller -General " and " he " shall respectively bo substituted ; 

( ii ) the words “ or in a non - aoceding State shall be omitted ; and 
(b) after sub -section (1) as go renumbered , the following sub -section 
shall be inserted , namely : 

" ( 8 ) If the arrangement involvos u reduction of the amount of the 
insurance and other contracts of the transferur insurer or of any or all 
of the insurers concerned in the amalgamation , the Controller-General 
may ganction the arrangement, reducing the amount of such contracts 
upon such terms and subject to such conditions as he may think pro 
per , and the reduction of contracts as sanctioned by the Controller 

General shall be valid and binding on all the partios concerned ." 
28 . Amendment of section 37 , Act IV of 1938 .- - In section 87 of the said 
Act, for the word “ Court " , in both the places where it occurs , and for the 
words " Central Government , the word " Controller-General shuul be sub 
stituted 


29 . Amendment of section 39, Act IV of 1938 . - lu gection 39 sf the said 
Act, to sub-section (1) the following proviso shall be added , namely - - 

" Provided that, where any nominee is a ninor , it shall bo lawful for 
the polioy - holder to appoint in the proscribed manner any person to receive 
the inoney scoured by tho policy in the event of his death during the minority 
of the nominee 

30 . Amendment of section 40 , Act IV of 1938 . - ) wection 40 of the gaid 
Aot - - 

(1) in sub -section (14 ), after the wordlin and sections " thi figures and 
letter " 40A " shall be inserted . 

(ü ) to sub -section ( 2 ) the following further proviso shull he added , 
namely 

" Provided further that nothing in this sub -section shull apply in 
respeot of any policy of insurance issued after the 31xt day of 
December , 1949 . " ; 

(ii ) in the proviso to sub-section (2A ), after the words " notice in 
writing to the insurance agent through whon the policy was effected " , the 
words " if such agent continues to be 341 gent of the insurer " sball be 

inberted 
31 . Insertion of new sections 40A to 400 in Act IV of 1988 . - After sectiou 
40 of the said Act the following sections shall be inserted , namely : 

" 40A . Limitation of expenditure on commission . — (1 ) No person shall 
pay or contract to pay to an insurance agent, and no insurance Agent shall 
receive or contract to receive by way of commission or remuneration in any 
form in respeot of any policy of life insurance issued in India by an insurer 
after the 818t day of December , 1949 , and affected through an insurapoe 
agent, an amount exceeding 
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(a ) where the polioy grants an immediate annuity or a deferred 
unnuity in consideration of a single premium , or where only one pre 
mium is payable on the polioy , two per cent. of that premium 

(b ) where the policy grants a deferred annuity in consideration of 
more than one premium , seven hud a half per cent. of the first year s 
premium , and two per cent. of each renewal premium , payable on the 
policy , and 

( o ) in any other chee , thirty- five per cent. of the first year s pre 
miunı, seven and a half per cent. of the second and third year s rene 
wal premium , and thereafter five per cent. of such renewal premium , 
payable on the policy : 

Provided that in u case referred to in clause (c ), an insuler, during the 
first ten years of his business , may pay to an insurance agent, and an ingu 
rance agent muy receive from such an insurer , forty per caut. of the first 
year s premium payable on the policy . 

(2 ) No payment made by the insurer for the benefit of an insurange 
Agent to a contributory provident fund maintained by the insurer under a 
mcheme approved by the Controller- General shall be taken into aocount in 
computing any amount specified in sub -section ( 1 ). 

(3 ) No person shall pay or contruct to pay to a special agunt, and no 
special agent shall receive or contrnet to receive , by way of commission or 
as remuneration in any form , in respect of any policy of life ingurance 
18sued in India. by an indurer after the 31st day of December , 1949 , ond 
eftected through a special Agent, an amount exceeding 

(a ) in & case referred to in vlnure (a ) of sub - section (1), one half 
per cent. of the premium , 

(6 ) in u case referred to in clause (b ) of sub - scotion ( 1) , two per 
ent of the first yenr premium payalile on the policy , and 

( o ) in u care referred to in clause (c ) of sub - section ( 1 ) fitteen 
per cent of the first year s premium payable on the polioy 

Provided that in A case referred to in clause (o ), an insurer, during 
the first ten yours of his business , muy pay to a special agent, and a special 
Agent may receive from such an insurer , seventeen and a half per cent. of 
the first year s premium payable on the polioy . 

(4 ) No person shall pay or contract to pay to an insurance agern , und 
no insurance agent shall receive or contract to receive , by way of coinmis 
Bjon or remuneration in any form , in respeot of any policy of insurance (10f 
being a policy of life insurance ) issued in India by an insurer after the 31st 
day of December. 1919 , and effected through an insurance agent, an amount 
Arceeding 

(a ) where the policy relates to fire or miscellaneous insurance, 
fifteen per cent. of the premium payable on the policy , and 

(h ) where the policy relatos to marine insurance, ten per wont of 
the premium payable on the policy 

(5 ) No porson shall pay or contract to pay to a principal agent, and no 
principal agent shall receive or contract to receive , by way of commission 
or remuneration in any form , in respect of any policy of insurance ( not be 
ing & policy of life insurunce ) issued in India by an insurer after the 818t 
day of December , 1949 , and effected through a principal agent, en amount 
exceeding 
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(a ) in the case referred to in clause (a ) of sub -section (4 ), twenty 
per cent of the premium payable on the polioy, and 

(b ) in the case referred to in clause (6 ) of that sub-section , fifteen 
per cent. of the policy , less any commission payable to any insurance 
Agent in respect of the said policy . 

(6 ) Without prejudice to the provisions of section 102 in respect oth 
contravention of any of the provisions of the preceding sub - sections by en 
insurer , any insurance Agent who contravenes the provisions of sub -section 
( 1 ) or sub -section ( 4 ) and any special agent who contravenes the provi 
sions of sub - section (3 ) shall be punishable with line which irmy extend to 
one hundred rupees . 

40B . Limitation of expenses of management in life insurance business . 
- ( 1) Every insurer transacting life insurance business in India shall furnish 
to the Controller -General , within such time as may be prescribed , - 

(a ) statementb vortified by an actuary of the bases of premiums 
currently used by him in regard to new business in respect of morto 
lity , rate of interest, expenses and bonus loading ; 

(b ) similar statements in respect of all premiums received by him : 
Provided that an insurer may elect to submit on or before the 818t 
day of March every year a certificate from an actuary , in lieu of the state 
mente specified in clause (6 ), giving the average provision for expenses of 
management provided in the premiums received by him during the preced 
ing calendar year in respect of the lifo insurance business transacted by 
him in India 


( 2 ) After tho Blgt day of December , 1949 , no insurer shall in respeot 
of the life insurance business transacted by him in India spend as expenses of 
management in any calendar year av amount in excess of the provision 
for expenses of management contained in the premiums received by him in 
that year as is hased on the statements or the certificate specified in sub 
Bection (1) : 

Provided that where un insurer has spent us such expenses in any year 
an amount in excess of the amount permissible under this sub - section , he 
shall not be deemed to have contravened the provisions of this section , if 
the excess amount so spent is within the limits , fixed in respeot of the 
year by the Executive Committee of the Life Insurance Council under 
section 14K by which the actual expenses incurred my exceed the provision 
for expenses of management , 

( 3 ) In respect of any stutement mentioned in sub- section ( 1), the 
Controller -General may require that it shall be submitted to another 
actuary appointed by the ingurer for the purpose and approved by the Con . 
troller -General , for certification by him , whether with or without modif 
cations, and the provision for expenses of management shall be modified , 
if necessary , according to the certificate furnished hy the other notuary 
appointed under this sub -section . 

(4 ) Every insurer shall , in respect of the life insurance business trans 
actod hy him in India , submit along with his annual returng furnished un 
der section 16 or section 10 , as the case may be , a statement certified by 
the principal officer of the insurer and by the auditor or ap actuary of tho 
total provision for expenses of management contained in the premiums 
taken credit for in the revenue account for the preceding calendar year and 
The total expenses of management as stated in the revenue account. 
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(5 ) Every insurer transacting life insurance business in India shall in 
corporate in the revenue account 

( a ) a certificate signed by a principal officer in India , and an 
auditor s certificate , certifying that all expenses of management in rem 
pect of life insurance business transacted by the insurer in India have 
been tully debited in the revenue account as expenses ; and 

(6 ) it the insurer is currying on any other class of ingurance business 
in addition to life insurance business an auditor s certificate certifying 
that all charges incurred in respect of his life insurance business and 
in refpoot of his business other than life insurance business have been 
fully debited in the respeotive revenue aocounts . 
Explanation . - luthis section , 

(a ) " calendar yeai or " year means, in relation to an insurer 
who is required to furnish returns in accordance with sub - bootion (8 ) 
of section 16 , the period covered by the revenue account furnished by 
such insurer under clause (b ) of that sub - section ; 

(6 ) " expenses of management means all charges wherever in 
curred whether directly or indirectly , and inoludes 

(1) commission payments of all kinds, 
( it ) Any amount of expenses capitalised , 

( iii) in the case of an insurer having his principal place of 
business outside India , a proper share of head office expenses which 
shall not be less than such percentage as may be prescribed of the 
total premiums (less reinsurances ) received during the year in rog . 

pect of life ingurange business transacted by him iu India . 
406 . Limitation of cxpen908 of management in General insurando 
busino88 , ~ ( 1 ) After the 81st day of December , 1949, no inguror shall , in 
rospect of any class of general insurance business transacted by him in 
India , spend in any calendar year as expenses of management, including 
oommission or remuneration for provuring business , uu Ainount in excess of 
the limits fixed by the Executive Committee of the General Insurance 
Council under sub -section (1 ) of section 64M : 

Provided that where an insurer has spent as such expenses in any year 
ap annount in excess of the amount pormissible under this sub -section , ho 
ghall not be deemed to have contra voned the provisions of this section , if 
the excoge amount so spent is within the limits , fixed in respect of the year 
by the Executive Committee of tho General Insurance Council under gub 
section ( 9 ) of section 64M , by which the actual expenses incurred may exceed 
the expenses permisgible under sub -section (1) . 

( 8 ) Every ingurer as aforesaid ghnll incorporate in the revenue account 
a certificate signed by the principal officer of the insurer in India and by an 
auditor certifying that all expenses of management wherever inourred , 
whether directly or indirectly , in respect of the business referred to in this 
gection . bave been fully debited in the revenue account as expenses. 

Explanation . In this section , 

(a ) " calendar year shall have the meaning ansigued to it in section 
40B ; 


( b ) " expenses of management means all charges , wherever In 
curred whether directly or indirectly , including commission payments 
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of all kinds und , in the case of an insurer having his principal placo of 
business outside India , A proper share of head office expenses , which 
shall not bo less than such porconiuge ob may be prescribed , of his 
gross premium income (that is to say, the premiun invome without 
taking into account premium on roinsurance codell Or Arcoprod ) written 
direct in India during the year , 

( c msurance business trinacred in India includes insurance 
business , wherever effected , relating to any property situate in India 

or to any vebbel or aircraft registered in lumi 
32 . Amendment of section 42 , Act IV of 1938 .-- In section 42 of the said 
Act , 


ton 


(a ) in sub -section (1 ), for the words " three rupees , the world 
lupoes shall be substituted , 

(b ) in sub -section (2 ), the word " registered " shall be omitted ; 
(c ) for - 7103 wertion (3 ), the collou ( 19 shall be substituted , namely : 


( 3 ) Àliconce løbued wider that meeton , to the commencement 
of the Insurance (Amendment ) Act , 1949 shull lennam in force for # 
poriod of three years only from the date of issue, but shall , if the 
Applicxut does not suffor from any of the disqualifications mentioned 
in iterns (b ), ( c ) and (d ) of sub -section (4 ) and the applicntion for renew 
al of the licence reaches the issuing authority at least thirty days be 
fore the dute on which the licenco CEASON to remain a force , be onewed 
for el perjul oi thư có yet0 N 11 11 ( 11 ) } } VIDell of the pres 
cribed fee which shall not be mire tbi to uphew , Aud in additional 
fee of a prescribed ainoint, not exceeding three rupees by way of 
penalty , if the application for renownd of the licence does not reach the 
issuing authority at least thirts dAvo hefore the late on which the 
licence penger to remain in force 

Provided that 110 upplntion to the lenen il of it licence shall be 
Antertained if the pplication does not reach the sharing suthority be 

fore the licence Censos to remain in force 
88 . Insertion of new sectiong 42A , 42B and 420 in Act IV of 1938 , — After 
sertion 42 of the maid Act the following sections shall be inserted , namely : 

" 424 Registration of principal y pwls , Chiet agents and special agents. “ 
( 1 ) The Controller -Gencral or an officer authorised by him in this beball 
shall , in the prescribed manner and on payment of the prescribed fee , which 

bell not he more than twenty - five rupees for a principal agent or u chief 
Agent and tan rupees for a special agent, register any person who makes 
an application to him in the prescribed manner 1 , 

( 2 ) 

M i Case of an individual , he does not sutter from any of the 
di qualifications mentioner in uulneration ( 1) of section 42 or 

(b ) in the age of a company or frin any of its directors or part 
nors does not suffer from any of the said lisqualifications, 
aud a certificate to act as a principal agent , ohlef agent or special agent, 
88 the case map be, for the purpose of proouring insuranoo business sball be 
iAhued to hla. 


(8 ) A certifcute issued under this section shall untitle the holder there 
of to act as a principal ngent chief Agent or special Agent AR the case 
may be for any insurer 
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(3 ) A certificate issued under this section shall rengin in force for a 
period of twelve months only from the date of igbue, but sball, on appliou 
tion made in this behalf , be renewed from year to year on production of # 
certificate from the insurer concerned that the provisions of clausos 2 and 
3 of Part A of the Sixth Schedule in the case of a principal agent, 
the provisions of clauses 2 and 4 of Part B of the said Sohedule in the case 
of # chief agent, and the provisions of clauses 7 and 8 of Part C of the sitio 
Schedule in the case of a special agent, have been complied with , and to 
payment of the prescribed fee, which shall not be more than twenty - five 
rupees , in the case of u principal agent or a chiei agent, and teu rupees in 
the case of a special agent, ord un addition fee of the prescribed amount 
not exceeding five rupoes by wuy of penalty , in cases where the application 
for renewal of the certificate does not reach the issuing authority before 
the date on which the certificate ceases to remain in force : 

Provided that, where the applicunt 18 un individual, he does not sutter 
from any of the disqualifications mentioned in clauses (b ) to ( d ) of sub - geo 
tion (4 ) of section 12 , and , wbere the upplicant is a company or a firm , any 
of its directors or partners does uot suffer from any of the maid) lisqualiti . 
cations 

(4 ) Where it is lound that the principut ngeut, chief ugent or special 
agent being an indiviilua) is , of being a company or firm contains a direotor 
or partner who is , suffering from any of the disqualifications inentioned in 
sub -section (4 ) of section 12 , without prejudice to any other penalty to 
which ho may be liable , the Controller -General shall, and where a principal 
Agent , chief Agent or special ugent has contruvened udy of the provisions 
of this Act may, cancel the certificate issued under this section to such 
principal ngent, chief ngent or special ngent. 

(5 ) The authority which is lied un certificate under this section may 
iegue á duplicate certificate to replace A certificate lost , destroyed or muti 
lated or payment of the prrueribert fent , which shall 1100 ha more than two 
туреев 

( 6 ) Any person who ucts us H principal ngent. chief agent or special 
agent , without holding a certificate issued under this section to not 
As such , shall be punishable with fine which may extend to five hundred 
rupees , and any insurer or any person acting on behalf of an insurer who 
appoints os e principal agent , chief Agent or special agent any person not 
entitled to act as such or transacts any insurance business in India through 
any such person , shall be punishable with fine which mav extend to one 
thousand rupees 

( 7 ) Where the person contruveening sub -hection ( 6 ) is a company or a 
firm , thon , without prejudice to any other proceedings which may be taken 
against the company or firm , every dircotor , manager, secretary or any 
other officer of the company, and every partner of the firm who is knowing 
by A, party to such contravention shall he puuishable with fine which may 
extend to five hundred rupees. 

(8 ) The provisions of sub -sections (6 ) and ( 7 ) shall not take effect until 
the expiry of six months from the commencement of the Insurance ( Amend 
mont) Act , 1949 . 

42B . Regulation of employment of principal agents . — ( 1) Every con 
tract between an insurer carrying on general insurance business in India 
and a principal agent shall be in writing and shall specify the area for which 
the principal agent is appointed , and the terms contained in Part A of tho 
Sixth Schedule shall be deemed to be incorporated in and form part of 
everv Auch contract 
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( 2 ) No principal agent shall, either directly or through insurance 
agents , procure any general insurance business for the insurer in any area 
outside the area for which he hus been appointed , or in any area for which 
another principal agent has been appointed , or in any area in which the 
head office or any branch office of the insurer lb operatiug , and neither the 
head office nor any branch office of the insurer shall aparate in any area 
for which the principal agent has been appointed 

( 9) Witbin sixty days of the commencement of thu lusurance (Amend 
ment) Act, 1949 , overy principal agent shall file with the insurer concerned 
a full list of insuran s Agents employed by him indicating the terms of the 
contract between the principal agent and each of such insurance agents , 
and , if any principal agent fails to file such a list within the period specified , 
any commission payable to such principal agent on premiums received from 
the date of expiry of the said period of sixty cara until the date of the 
tiling of the said list shall, notwithstanding anything in any coutract to the 
contrary , cease to be so payable . 

( 4 ) A certified copy of every contract as is referred to in sub - section ( 1 ) 
shall be furnished by the insurer to the Controller -General within thirty 
lays of his entering into bucli contract and intimation of any change in 
any such contract shall be furnished by the insurer with full particulars 
thereof to the Controller -General within thirty days of the making of any 
such change. 

(5 ) If the commission due to any insurance agent in respect of any 
general insurance business procured by such agent is not paid by the prin 
cipal agent for any reason , the insurer may put the insurance Agent the 
oommission so due and recover the amount o paid from the principal 
agent concerned . 


(6 ) Every contract as is referred to in sub - section ( 1 ). subsisting at 
the commencement of the Insurance ( Amendment ) Act , 1949, ghall , with 
respect to terms rega ding remuneration , be deemed to have been so alterod 
As to be in accordance with the provisions of sub - section ( 5 ) of section 40A . 

(7 ) If any dispute urines as to whether a person is OL WAA a principal 
Agont, the matter shall be releired to the Controller -Genernl whome decision 
shall be Anal. 

(8 ) Every insurer shall maintain a registei in which the name and 
address of every principal gent ppointed by him the date of such 
appointment and the date if any on which the appointment megsed shall 
be entered . 


of the sand shalita insu 


42C Regulation of employment of chief agents and special agents — 
( 1 ) Every contract between an insurer carrying on life insurance business 
in India and a chief agent shall be in writing , and shall specify the area ( not 
being less in extent than & district or the equivalent thereof) for which the 
chief ngent is appointed , and the terms contained in Part B of the Sixth 
Schedule shall be deemed to be incorporated in and form part of every 
Buch contract. 

( 2 ) No chiof agent shitll either directly or through insurance Agenta 
or special ngents employed by or through him procure life insurance busi 
ness for the insurer in any arcn outside the area for which he has been 
appointed or in any area for which another chief agent has been appointed 
Or in any area in which the head office or any branch office of the insurer 
is operating , and neither the head office nor any branch nffice of the in 
aurer ghall operate in any area for which a mhieť ngent har heen appointed 
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Provided that nothing in this sub -section shall be deemed to prohibit 
the head office of an insurer which had been operating at the cominence 
ment of the Insurance (Ameudment) Act, 1949, for a period of not less 
thou teu years before such commencement within the municipal limits of 
any town where the head offico is situate , and a chiet ugent who , in purku 
ance of Al dareeinont in writing , had been operating for a similar period 
within Aneh units . from continuing to operate within the unid limits : 


Provided further that nothing m this sub -section shall be deemed to 
prohibit : ]) insurance agent from procuring life insurance business in or 
froin any area and submitting the proposals direot to the principal office 
of the insurar in India 


( 3 ) Within wixty days of the commencement of the Insurance (Amend 
ment) Act , 1949, every chief agent shall file with the insurer concerned a 
tull list of the ingurance Agents ernployed by him , indicating the terms of 
the contract between the chief agent and each of such iugurunce agents and 
the business secured by each of such agents which is still in force , and if 
any chief agent fails to file such a list within the period specified , any com 
mission payable to such chief agent on premiums received from the dato 
of the expiry of the said period of sixty days until the date of the Aling 
of the said list shall , notwithstanding anything in any contraot to the con 
trary , cease to be so payable 


(4 ) On the dentb or insolvency of the chief ugent or the termijntion of 
the contract with him , the insurance Agents working under him shall be 
deemid to have been directly appointed as agents of the insurer , and the 
renewal commission in respect of all futuro premiums on policies effooted 
through such Agents shall be paid to them direct by the insurer. 


(5 ) Every contract between an insurer carrying on life insuranoe bugi. 
188n in India and a special agent, or between 4 chief agent of such insurer 
and a special agent, shall be in writing and the terms contained in Part 
O of the Sixth Schedule shall be deemed to be incorporated in , and form 
part of, Avery such contract 


(6 ) A certified copy of every contract as is referred to in sub -section 
( 1) or sub -section ( 5 ) shall be furnished by the insurer to the Controller 
Gereral within thirty days of his entering into such contract , and intima 
tion of any change in any such contract shall be furnished by the insurer 
with full particulars thereof to the Controller -General within thirty day ! 
of the making of any such change . 


(7) No such contract as is referred to in sub -section (1) or sub -section 
(5 ) shall be entered into or renewed for a period exceeding ten years at any 
one time, and , notwithstanding the terms of any contract to the contrary , 
no option to renew any such contract given to any of the parties shall be 
enforceable without the consent of the other . 


( 8 ) Every such contract as 18 referred to in sub - section ( 1 ) or gub . 
Rootion (6 ) subsisting at the commencement of the Ingurange (Amend . 
ment) Act, 1949 , shall terminnteou the 31st day of December , 1949, if it 
bag not terminated earlier : 


Provident that if any party to a contract, which has been prematurely 
terminated by the operation of this sub - section , 60 requires , the other party 
shall enter into a fresh contract arith him for the unexpired period , not ev . 
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ceeding ien ycars , of tho terminuted contract and the terms of much fresh 
contruct shul 

(i ) is respecta remunerntion , whether in l espect Os business al 
rendy procured or in respect of business to be procured thereafter , bo 
such as inay be mutually agreed upon between the partier : 

( ii) be seemed to include all the terms epocitiert in Part B or 
Part C of the Sixth Schedule , as the case may he , 

(iii ) as respects any other maiter for which no provision is made 
either in this section or in the Sixth Schedule , be the terms of the 
terminuted contract modified only to such extent, iť iny, am inay be 
mutually agreed upon between the parties : 

Provided further that in the wront of any dispute ils to the terms of 
the fresh contract, the matter shall be referred to arbitration . 

(9 ) Nothing in this section shall be deemed to prevent any special agent 
from receiving any renewal commission on policios effected through him 
Ag an insurance agent at any time before hiç appointment 11. such « pecial 
Agent. 

( 10 ) If any dispute arises as to whether a person I 02 Hill Heuer Agent 
, or a special agent for the purposes of this Act, the matter whall be referred 
to the Controller -General whose decision shall be final 

( 11) Every ingurer sball maintain # register in ahich the lame and itd 
drose of every chief ngent appointed by hin ) , the date on which the appoint 
ment was made and the date , if any, on which the appointment eas 
ed shall be entered , and 8 separate register in which similar 
particu ars relating to every special agent shall be entered , and every chief 
agent shall maintain a register in which similar particulars relating to every 
special agent appointed by him shall be entered . " 


84 . Amendmont of section 44 , Act IV of 1988 .- - For the proviso to rection 44 
wat the Bait Act, the following provino shall be Bubntituted , unely - 


" Provided that 

(a ) such agent craben to get for the insurer concurza witty the 
Central Government has notified in the official Gazette that it is batik . 
fied that the circumstancos in which the said iusurer in pluomarit are such 
As to justify the agents ceaning to act for him ; or 

(6 ) such agent has served tho insurer continually and exojusively 
for at least seven years , and policies ubouring total mum of not loss 
than one hundred on fifty thousand rupees rffectant through him for 
the insurer were in fori d on a date one year before his feasing to sot 
As such agent for the insurer, and that the renowul premium inconte ori 
po icies so effected has not fallen at may time after his wearing to act 
As such below forte per cent. of the premiume due on policies offooted 
through him and in force at the time of his veasing to sot as such 
agent, but excluding auch of those policjan na may live become claims 
by maturity : or 

(c ) such agent hus served the insurer continuelly and exolusively 
for at least ten years , and nfter his ceasing to act as such agent he 
does not directly or indirectly solicit or procure inguraude business for 
any other person , " 
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36 . Insertion of new section 44A in Act IV of 1988 . - - After section 44 of the 
said Aot and before the houding Special Provisions of Law , the following 
section shall be inserted , namely : 

" 44A . Power to call for information . For the purposes of unguring 
compliance with the provisions of sections 40A , 40B , 400 , 42B and 420 
the Controller -General may by notice . 

(a ) require from an insurer, principal ageut, chief agent or special 
vigent such information , certified if so required by un Auditor or 
Actuary, as he may consider necessary ; 

(h ) require an insurei , principal agent, chief agent or special ugent 
to submit, for hix oxamination at the principal place of business in the 
Provinces, any book of nooount, register or other document, or to sup 
ply any statement which may be specified in the notice ; 

(C ) O \Htmit any officer of an insurer or a principal agent , chief 
Aguni or special agent on oath , in relation to any such information , 
book , register, locument o staternent nud administer the oath accord 
ingly ; 


und au insures prmcipal agent , chief agent or special agent shall comply 
with any such requirement within such time as may be specified in the 
notice 


36 . Amendment of section 47, Act IV of 1938 . - In sub -section ( 1) of section 
47 of the suid Aci , tliet words before the expiry of nine inouths from the date 
of the maturing of the policy on , where the circumstances are buch that the 
insurer cannot be muliately aware of such maturing, from the date on whiob 
notice of such inuturm in given to the insurer shall be omitted . 


87 . Insertion of new section 47A in Act IV of 1938. -- After section 47 of 
the said Act , the following section shall be inserted , namely : - -- 

" 47A . ( laima on small life insurance policios . - - ( 1) In the event of any 
dispute relating to the settlement of a claim on a policy of life insurance 
488uring a num not xceeding two thousand rupees exclusive of any profit 
cup bonus not being it guarantee l profit or bonus issued by an insurer in 
respeqt of inguince business trausacted in the Provinces , arising between 
the holder of such policy and the insurer who issued the policy or has 
otherwise assumed liability in respect thereof, the dispute may , at the 
option of the policy -holder be referred to the Controller-General for deoi. 
sion , and the Controller -General shall , After giving an opportunity to the 
parties to be hour and after making such further inquiries as he may think 
fit , decide the matter. 

( 2 ) The decision of the ( ontroller - (teneral under this sub- section shall 
be final and shall non lo que llest in question in any Court , and may be exe 
auted by thy Couil Whieli lou d have been competent to decide the dispute 
jf it had not been referred to the Controller -General as if it were a decrec 
pribaed by that Court " 


38 . Amendment of section 48 , Act IV of 1938 . — sertion 48 of the said 
400 , - - 


( ) in sub -section ( 1 ) after the word " directors of the company " the 
words " the number to he plected not being less than two in any onge " shall 
he hagerted : 
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( ii ) for sub - section (2A ), the following sub -seotion shall be substituted , 
pamely : 

" (2A ) A person shall be ineligible for election as a director under 
sub -section (1) of any company -- 

(a ) if he is a director, officer, employee or legal or technical 
Adviser of thgl company or of any other ingurer, or 

(6 ) in the ouse of any person who had been in the employ of 
the insurer in any capacity other than as chief executive otħoer 
thoreof, if five years have not elapsed froru the date of his leaving 

the service of the insurer , 
uud hull cease to be a director under sub - section ( 1 ) , if after election 
he becomes subject to any disqualification specified in this sub -section 
ope no longer holda the qualifications required by sub -section ( 2) : 

Provided that nothing in this sub - sectiou shall disqualify a person 
who is an elected direotoi under sub -section ( 1) and is not otherwise 
disqualified under this sub- section from being re -elected : " ; 

(ii) in clause (a ) of sub -section ( 3), for the words " provisions of this 
sub-section the words " provisions of this section " shall be substituted 

39 . Amendmont of section 48A , Act IV of 1938 . - In section 48A of the 
said Act, for the words " no person icting on behalf of an insurer who , for the 
purpose of life insurance hueinces employs insurance agenta , the words " no 
chint aprint or special agent" wholl be substituted . 

40 . Iusertion of now section 48B im Aot IV of 1988 . Aftei section 48A of 
the smil fot. the following section shall be inserted , namely : 

" 4833 . Further provision regarding directors . An insurer specified in 
sub -clause (b ) of clause ( 9 ) of section 2 and carrying on life insurange busi. 
nens shall not have a common director with another such insurer : 
Provided that this section shall not apply 

(i) iu ans ( use where one insurer je u subsidiary company of the 
other ; or 

(ii) in any case where , for the purpose of facilitating the amalga . 
nation of two or more insurers or the transfer of the business of one 
insurer to another , the Central Government has, for such period , to 
much extent and subject to such conditions as may be specified , ex 

empted any such insurer or insurers from the operation of this section . " 
41 . Anendment of section 49 , Act IV of 1988 .-71) Section 49 of the said 
Act shall be renumbered as sub -section ( 1 ) thereof, and after the proviso to 
that sub -geotion , as 40 renumbered , the following further proviso shall be alldel, 
namely : 

" ] rovided further that the share of any such surplus allocated to or 
Tegurved for the shareholders ( including any amount for the payment of 
dividends guaranteed to them , whether by way of first charge or otherwise ) 
shall not exceed ten per cent. of such surplus ." 

" After sub -section ( 1) . 5 ao renumbered , the following sub -section shall 
be najted , namely : 

" le ) for the purposes of sub -section ( 1 ), the actual amount of income 
1:21x deducted at source during the period following the date as at which 
the last preceding valuation was made and preceding the date as at whloh 
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the valuation in question is unde way be added to such surplus after do 
ructing an estimated amount for income tax on such surplus, such addition 
and docuction being shown in puragraph 8 ( 1 ) of the rhetruet prepurest in 
accordance with Part II of the Fourth Schedule to this Act " 

42 . Insertion of new sections 62A to 62F in Act IV of 1988 .- - Aiter section 82 
of the said Act, the following heading and sections shall be inserted , numelt - -- 


" MANAUEMENI KY ADMINISTRATOR . 


52A . When administrator for management of insuranow buwie may 
bo uppointed . (1 ) If at any time the Controller -Creneral has reason to 
believe that an insurer carrying on life insurance bubiries4 H cting in in 
manner likely to be prejudicial to the interests of holilere it life insurance 
policies , he may , after giving such opportunity to the insurer to be heard 
as he thinks fit , make a report thereon to tho Central Government 

( ) The Central Goveniment, if it is of opinion aft4 rouridering the 
report that it is neconsary or proper to do so , may appoint an Administrator 
to manage the affairs of the insurer under the direction and control of the 
Controller -General. 

( 3 ) The Administrator shall receive such remuncration & the Central 
Government may direct and the Central Government may at any time can 
cel the appointment and appoint ome other person em Administrator 

( 4 ) The management of the business of the insurer shall as on and 
after the date of appointment of the Administrator vest in guch Adminis 
trator, but oncept with the leave of the ( ontroller -Generul the Administra 
tor shall not innue hny further, policies . 

( 5 ) As on and after the date of appointinent of the Administrator any 
person vested with any Kucl management immerliutely prior to that date 
Ahull be divosted of that management , 

(6 ) The Controller-General muy issue much directions to the Adminja 
trator us to his power and duties as he deems desirable in the ciroum . 
etanoes of the case , and the idministrator muy apply to the Controller 
General at any time for inntructions as to the manner in whigh he shal 
conduct the management of the business of the insurer or in relation to 
any matter arising in the course of such management. 

52B Powers and duties of the Administrator . - ( 1 ) The Administrator 
shall conduct the manageinent of the business of the ingurer with the great 
est economy compatible with efficiency and shall, as soon as may be possible 
Ale with the Controller -Cenoral i report stating which of the following 
courses is in the circumstances most advantageous to the general interest 
of the holder s of life insurance policie “ , naniely : 

(a ) the transfer of the business of the insurer tu soino other inkurre 

(b ) the currying on of its business by the insurer (whether with 
the policies of the business continuer for the original sum insured with 
the addition of bonuses that attach to the policies or foor reclise copt 
amounts ); 

(r ) the winding up of the insurer ; or 

(d ) such other courro us he doems advisable 
( ) On the filing of the report with the Controller -Gerveral, the ( oncini 
ler-General may take such action as he thinks fit for promoting the inter 
rents of the holders of life insurance policies in general 
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(3 ) Any order passed by the Controller -General under sub -section 42). 
shall be binding on all persons concerned , and shall huve effect notwith 
standing anything in the memorandum or articles of Association of the 
insurer, if a company . 

520 . Cancellation of contracts and agreements . - - The Administrator 
may , at any time during the continuance of his appointment with respect 
to an insurer and after giving an opportunity to the persons concerned to 
be heard , cancel or vary ( either unconditionally or subject to such con 
ditions as he thinks fit to impose) any contruct or agreement (other than 
a policy ) betwcen the insurer and any other person which the Administra . 
for is satisfied is prejudicial to the interests of holders of life insurance 
policies. 

521) Termination of appointment of Administrator. — If at any time, 
on a report made by the Controller -General in this behalf , it appears to the 
( entral Government that the purpose of the order appointing the Adminis 
trator has been fulfillol or that for any reason it is undesirable that the 
order of Appointment should reinain in force , the Central Government may 
cancel the order and thoroupon thic Administrator shall be divested of the 
yoanngement of the insurance business which shall , unless otherwise direct 
ed by the Central Government, again vest in the person in whom it was 
vested immediately prior to the date of appointment of the Administrator . 

52€ . Finality of decision appointing Administrator.. Any order or 
decision of the Central Government mado in purguance of section 52A or 
section 52D shall be final and shall not be called in question in any Court . 

52F . Penalty for withholding documents or property from Adminis 
frator . If any director or officer of the insurer or any other person faile 
to deliver to the Administrator any books of account, registers or any other 
documents in his custody relating to the business of the insurer the manage 
ment of which has vested in the Administrator, or retaine any property of 
auch insurer , he shall be punishable with imprisonment which may extend 
to six months , or with fine which may extend to one thousand rupees, or 
with both . 

52G Protection of action taken under sections 524 to 520 . 
( 1 ) No guit , prosecution or other legal proceeding shall lie Against 
an Alministrator for anything which is in good faith douc or intended to 
bor done in pursuance of sections 52A to 52C inclusive 

( ? ) to suit or other legal procoeding shall lir against the Central 
Government or the Controller -General for any damage caused or likely to 
be caused by anything which is in good Inith one or intended to be done 
under section 52A , section 527 , or section 52D .” . 

43 . Amandment of section 55 . Act IV of 1938. — In section 55 of the said 
Act, for the wo de " Sixth Schedule ” , wherever thoy occur, the words " Seventh 
Schedule " shall be substituted . 

44 , Amendment of section 64 , Act IV of 1938. – To section 64 of the said 
Act , the following words shall be added , namely : - 

“ nnd sha l furnish to the Controller -General on or before the last day of 
January in ( very colendar vir n certificate from an auditor to the effect 
that the said books of Count, register and documents are being kept as 
required at the principal office of the insurer . " 
45 . Insertion of new sections 64A to 848 in Act IV of 1938. — After section 64 
and before Part TTI, the following Part and sections shall be inserted , 
namely : 
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" PART IIA . 
INSURANCE ABBOCIATION OF INDIA , COUNCILS OF THE ASOCIATION AND 

COMMITTRES TARRBOT. 
14A . Incorporation of the Insurance Association of India .--- ( 1) All 
insurers holding certificates of registration under this Act at the commence 
ment of the Insurance (Amendment) Act, 1949 , all ingurers who may 
thereafter be granted certificates of registration under this Act , and , if the 
Central Government by notification in the official Gazette 80 deolares , all 
provident societies holding certificates of registration under this Act of 
under the Provident Ingurance Societies Act, 1912 (VI of 1912 ) , on the 
date of such notification and all provident societies which may be granted 
certificates of registration under this Act after such date , Are hereby 
constituted a body corporate by the name of the Inøurance Association of 
India , and all suoh insurers and providenti societies shall be known the 
members of that Ab8ociation . 

( 9) The Insurance Association of India shall have perpetual succession 
and a common seal and shall have power to acquire, hold and dispose of 
all property , both movable and immovable , and shall by the said name 
BUB and be sued . 

84B . Entry of names of mombers in the register. — ( 1) The Controller 
General shall take or cause to be taken through such agency as he thinks 
fit such steps & B may be necessary to have the names of all insurers and 
provident societies , who or which are entitled to have their names entered 
in the register of members of the Insurance Association of India maintained 
for this purpose ontered therein . 

(9 ) Whero any ingurer or provident society has ceased to OAITY on 
business as such , the Controller -General shall cause suoh steps to be taken 
as may be necessary to have the name of such inguror or provident society , 
As the case may be , removed from the register of members . 

84C . Councils of the Insurano , Association of India . There shall be 
two Councils of the Insurance Association of India , namely : 

(a ) the Life Ingurange Council consisting of all the members of 
the Agaociation who carry on life ingurance business in India , and 

(b ) the General Insurance Counoil consisting of all the members 
of the Association who carry on general ingurance business in India . 

64D . Authority of mombors of Association to aot through agents , 
It shall be lawful for any member of the Life Insurance Councll or the 
General Insurance Council to authorise any individual, whether on offloer 
of the insurer or not, to act as the representative of such member at any 
meeting of the Counoll concerned or to stand 88 a candidate for any election 
beld by that Council . 

84E . Authorities of the Life Insurance Council and the oneral 
Insurance Council . - - ( 1) The authorities of the Life Insurance Council and 
the General Insurance Council shall be the Executive Committeen , 
the Tariff Committee and the other Committees thereof constituted in the 
manner provided in this part. 

64F. Executive Committees of the Life Insuranoe Council and the 
Gonoral Insurance Council . - ( 1) The Executive Committee of the Life 
Insurance Council shall consist of the following persons, namely : 

(a ) two officials nominated by the Central Government, one as 
the Chairman and the other as a member ; 


THE GAZETTE OF INDLA , EXTRAORDINARY, NOV . 8 , 1949 


2201 


(b ) eight representatives of insurers carrying on life insurance 
business elected in their individual capacity by tho said insurers in 
such manner , from such groups of insurers and from such areas as may 
be specified by the Central Government; 

(C ) one non -official not connected with any insurance business , 
nominated by the Central Government ; and 

( d ) four persons connected with insurance business , nominated 
by the Central Government for the purpose of representing 
such groups of insurers carrying on life insurance business or such 
areas as have not been able to secure adequate representation on the 
Executive Committec of the Life Ingurance Council or for any other 
purpose . 

( 9) The Executive Committee of the General Insurance Council shall 
consigt of the following persons , namely : 

(a ) two officials nominated by the Central Government , one as 
the Chairman and the other as a member ; 

(b ) nine representatives of insurers carrying on general insurance 
business elected in their individual capacity by the said insurere in 
such manner , from such groups and from such areas as may be 
specified by the Central Governent ; 

(C ) one non - official pot connected with any insurance business , 
nominated by the Contral Government ; and 

( d ) three persons connected with ingurunce business , nominated 
by the Central Government for the purpose of representing such 
groups of insurers carrying on general insurance business or such 
areas as have not been able to secure adequate representation on the 
Executive Committee of the General Insurance Council or for any 
other purpose . 

( 3) If any body of persons specifiod in sub -sections (I) and (3 ) fails 
to elect any of the members of the Executive Committees of the Life 
Insurance Council or the General Insurance Council , the Central Goveri ) 
ment may nominate any person to fill the vacancy , and any person so 
nominated shall be deemed to be a member of the Exccutive Committee 
of the Life Insurance Council or the General Jnsurance Council , as the 
case may be, as if he had been duly elected thereto . 

( 4 ) Each of the Executive Committees of the Life Insurance Council 
and the General Insurance Council may, with the approval of the Central 
Government , make bye -laws for the transaction of any business at any 
meeting of the said Committee , and any such bye -law may provide that 
any member of the Committee who is interested in any matter for the 
time being before that Committee may not be present at, or tako part in , 
any meeting thereof. 

(5 ) Any decision of the Executive Committee of the Life Insurance 
Council or of the General Insurance Council shall be gubject to the 
approval of the Controller -General, and on such approval shall be final and 
shall not be questioned in any manner. 

(6 ) The Life Insurance Council or the General Insurance Council may 
form such other committees consisting of such persons as it may think fit 
to discharge sich functions as may be delegated thereto : 

Provided that any action taken by any of the said Councils under this 
sub -section shall be with the previous consent of the Central Government , 
and nothing in this sub - section shall derogate from any of the powers 
vested in the Executive Committees . 
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( 7) The Secretary of the Executive Committee of the Life Insurance 
Council and of the Executive Committee the General Insurance Council 
shall in each case be an official nominated by the Central Government . 

046 . lissignation and filling up of casual vacancies. - ( 1) Any member 
of the Exccutive Committee of the Life Insurance Council or of the 
Coneral Insurance Council may resign his membership of the Committee 
by notice in writing addressed to the Chairman of the Committee to 
that effect 

( 2 ) Casual vacancies in the Executite Committee of the Life Insu 
rance Council or of the Generul Insurance Council, whether caused by 
resignation , death or otherwiso , shall be filled by nomination by the 
Central Government , and any person so nominated to All the vacancy 
shall hold office until the dişsolution of the Committee to which he has 
been nominated . 

( 3 ) No act of the Executive Committec of tho Life Insurance Council-- 
or of the Goneral Insurance Council shall be called in question on the 
ground merely of the existence of any vacancy in , or defect in the 
coustitution of, the Committee concerned , 

84H . Duration and dissolution of Executive Committec8 . - ( 1 ) The 
duration of the Exocutive Committee of the Life Insurance Council or 
the General Insurance Council shall be three years from tho date of its 
first mceting on the expiry of which it shall stand dissolved and a new 
Executive Committce constituted . 

(2 ) Notwithstanding the dissolution of the Executive Committee of 
the Life Insurance Council or the General Insurance Council , tho out 
going members thereof shall continue to hold office and discharge such 
administrative und other duties as may be prescribed until such time as 
a new Executive Committee of the Life Insurance Council or the General 
Insurance Council , as the caso may be, shall have been constituted . 

841. Power of Executive Committee of Life Insurance Council to 
hold caaminations for insurance agents ~ The Life Insurance Council may , 
with the approval of the Central Government, authorise its Executive 
Committee to hold oxaminations for individuals wishing to qualify them 
selves as insurance agents for the purpose of procuring life insurance 
business , and, if the Central Government , by notification in the official 
Gazette , 60 declares , then , notwithstanding unything contained in 
section 42, only individuals who have passed any such examination shull 
be eligible to apply for a licence under Section 42 : 

Provided that nothing in this sub -section shall affect the right of 
any individual, who has been licensed to act as an insurance agent under 
section 42 before the date of such notification , to act as such , or to havo 
his license renewed from time to time. 

04 ) . Functions of Executive Committee of Life Insurance Council .. 
( 7 ) The functions of the Executive Committee of the Life Insurance 
Council shall be 

(a ) to aid , adviso and assist insurers carrying on life ingurance 
business in the matter of setting up standards of conduct and sound 
practice and in the inatter of rendering efficient servico to holders of 
life insurance policies ; 

( b ) to control the expenses of insurers carrying on life insurance 
business in respect of their life insurance business in India ; 

(c ) to bring to the notice of the Controller -General the case of 
any insurer acting in a jaanner prejudicial to the interosts of holders 
of life insurance policies ; 
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(d ) to act in aby inatter incidental or ancillary to any of the 
matters specificd in clvUSCS (a ) Lo (c ) as , with the approval of the 
Central Governnent , may be notified by the Life Insurance Council 
in the Guette of India 

( 8 ) For the purpose of enabling it cffectively to discharge its 
functions, the Executive Committee of the Life Insuranc Council may 
collect suoli sing of money , uliether by way of lhes or otherwiso , us inay 
be prescribed front will members of the Insurance Association of India who 
carry on life insurance business . 

646 Power of Exccutive Committee of Life 118urance Council 
to controi ci pensool ) ) The ICxrcutive Committee of the Life Insurance 
Council shall meet at least once before the 31st day of Mar -h every year 
and fis , willi tlic approval of the controller-General, the limits hy which 
the titel expenses neurruil hs in misurer carrying on life insurance 
business in 10spect of suel 1922 est in the preceding jear muy exceed 
the provision for C126115ps continued in the preiniums received by him 
during such prerciling yell . 

( 2) In fixing any limity uuder sub -section ( 1), the Excoutive Coin 
mitice of the L ll listance Councii shall have duc regned to the condi 
tions obtaining n life insurance business guncrally during that year and 
different limits muy be lixed for different groups of insurern . 

( 3) Where an insurei is guilty of contravening the provisions of 
sect on 40D witli jespect to the expenses of inanugement, the Executivo 
Committee ut the Liti Lundlanco Council may, after giv ng him an 
opportunity of being heard , report the inatter to the Controller-General 
lor such action as is specified in sub -sections (4) to (o ) . 

(4 ) On receipt of any report under Aub -section (3), the Controller 
General may administer a warning or warning to the insurer . 

(o ) Where within a period of seven years two warnings have been 
given to an insuler under ul -nec imm (1 ) 110 they have been disregarded 
hy him , the Controller -Gineinl may Cilise an investigation and valuation , 
As at such date as the Controller -General may specify , to be inace at the 
fuxpcase of the iusurcr by an actuary appointed by the insurer for this pur 
pose and approved by the Controller-General, and the insurer sball place 
at the disposal of the said actuary all the materials required by hin for 
the purpose of such investiyntion and valuation , within such period , pot 
hcing less than three months, as the Controller -Goneral may specify . 

(6 ) The provisions of sub -sections (1 ) and ( 4 ) of section 13 and of sub 
sections (1 ) and ( 2 ) of section 15 , or, as the cuse may he, of sub -section 
( 2 ) of section 16 shall apply in relation to an investigation and valuation 
under this section : 

Provided that the abstract and statement prepared as the result of 
such investigation and valuation shall be furnished by such date as the 
Controller -Goneral may specify 

( 7 ) There shall be appended to every such abstract a statement signed 
by the actuary giving such information as may be prescribed . 

(8 ) On receipt of the abstract and statement l urnished in accordance 
with sub - section (6 ), the Controller -General may take such action as may 
be prescribed 

64L . Funotions of Executive Committee of General Insurance Council . 
( 1) The functions of the Executive Committee of the General Insurance 
Counoil shall be 
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(a ) to aid and advise insurers , not exclusively carrying on life in 
gurance business , in the matter of setting up standards of conduot 
and sound practice and in the matter of rendering efficient service to 
holders of policies other than policies of life insurance ; 

( b ) to control the expenses of such insurers carrying on business in 
India in the matter of commission and other expenses ; 

(c ) to bring to the notice of the Controller-General the case of any 
such insurer acting in a manner prejudicial to the interests of holders 
of insurance policies (other than policies of life insurance) ; 

(d ) to act in any matter incidental or ancillary to any of the 
matters specified in clauses (a ) to (o ) 86 with the approval of the Cen . 
tral Government may be notified by the General Insurance Council 
in the Gazette of India . 

(2 ) For the purpose of enabling it effectively to discharge its functions , 
the Executive Committee of the General Insurance Council may collect 
auch fees as may be prescribed from all insurers carrying on general insur 
anco business . 

64M . Powor of Executive Committee of Goneral Insurance Council to 
control ozpen808 . - ( 1 ) The Executive Committee of the General Insuranoe 
Council shall meet as soon 88 may be after it has been constituted under 
section 64F and fix , with the approval of the Controller -General, the limits 
of expenses of management, including expenses on commission , in respect 
of the general insurance business carried on by insurers , and any limits 
Bo fixed shall have effect from the 1st day of January, 1950 . 


( 2 ) The Executive Committee of the General Insurance Council shall 
meet at least once before the 31st day of Maroh every year and may , hav 
ing due regard to the conditions obtaining in the insurance business in the 
preceding year, fix with the approval of the Controller-General the limits 
by which the actual expenses of management incurred by an insurer carry 
ing on general insurance business in respect of his general ingurance busi 
ness in the preceding year may exceed the expenses permissible under sub 
section ( 1) and different limits may be fixed for different insurers . 

( 3 ) Where an insurer is guilty of contravening the provisions of section 
40C with respect to the expenses of management, the Executive Committee 
of the General Insurance Counoil may , after giving him an opportunity of 
being heard , report the matter to the Controller - General for such action 
as is specified in sub -sections (4 ) and (5 ). 

( 4 ) On receipt of any report under sub -section ( 3 ), the Controller 
General may administer a warning or warnings to the insurer . 

(5 ) Where in any case two warnings given to an insurer under sub 
section ( 1) have been disregarded by him , the Controller -General may take 
such action against the insurer as may be prescribed . 

64N , Poyrer of General Insurance Council to regulate rates of insur 
ance, etc - 111 The (teneral Insurance Council may, by regulations made 
in this behall and approved by the Central Government, control and regu 
late the rates, advantages , terms and conditions that may be offered by its 
menbers in respect, of genera nguruare business , and all such regulations 
shall be binding on all its members . 

( 2 ) Any regulations made under sub -section ( 1) may delegate to a 
Tarifft Committee, appointed for such period and consisting of such persong 
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88 may be specified in such regulations, any power of control and regulation 
vested in the General Insurance Council . 

( 9 ) Where an insurer is guilty of contravening any regulation mado 
under sub - section ( 1) by which he is bound , the Tariff Committee , if any , 
appointed under sub -section ( 2) may take such disciplinary action againgi 
him as may be preboribed . 

( 4 ) The Central Government may prescribe the cases in which an 
appeal shall lie in respect of any action taken under sub -section (3 ) , and 
any such appeal shall be preferred to the Central Government within thirty 
days of the date on which such action was taken . 

(5 ) The General Ingurance Council shall meet at least once a year to 
review the work done by the Tariff Committee appointed under sub - section 
( 2 ). 

(6 ) For the purpose of enabling the Tariff Committee to effectively 
discharge its functions under this section , the General Insurance Coupoil 
may , by regulations made in this behalf and approved by the Central Gov 
ernment, fix the amount of fees payable by insurers carrying on genera ] 
ingurance business , and the Tariff Committee appointed under sub -section 
( 2) may collect guch fees either directly or through Regional Councils con 
stituted as hereinafter provided . 

Explanation . For the purposes of section 64N , section 140 and seo 
tion 14P , the Central Government may , by notification in the official 
Gazette , specify that any insurer or class of insurers , shall not be deemed 
to be included amongst insurers carrying on general insurance business , 
and any ingurer so specified shall not take part in any meeting of the Gen . 
eral Insurance Council in which any discussion of any matter dealt with 
in the said seotions takes place. 

640 . Regional Councils . ( 1 ) The General Insurance Council nay 
constitute guch Regional Councils as and when it deems fit for one or more 
of the prescribed regions . 

(2 ) Each Regional Council shall consist of seven persons elected by 
such groups of insurers carrying on general insurance business in the region 
As may be prescribed . 

64P , Funotions of the Regional Councils .- -- (1 ) The Regional Counoils 
shall perform guch functions as may be delegated to them by the General 
Insurance Council . 

( 2 ) For the purpose of enabling it offectively to discharge its duties, 
any Rogional Council may in the prescribed manner constitute such Com 
mittees thereof as it may think fit , whether consisting of members of the 
Regional Council or otherwise . 

( 3 ) Where in the exercise of any functions delegated to it under tbis 
section , any Regional Council or any Committee thereof restrains & princi 
pal agent or an insurance Agent from procuring or causing to be procured 
general insurance business from any area , any such principal agent or ingur. 
ance agent may appeal to the Central Government within such time as may 
be prescribed and the Central Government may pags such orders thereon 
as it thinks fit . 

04Q . General powers of Life Insurance Council and Concral Insurance 
Council, - ( 1 ) For the efficient performance of its duties , the Life Ingur . 
ance Council or the General Insurance Council , as the case may be , may 

(a ) appoint such officers and servants as may be necessary and 
fix the conditions of their service ; 
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(6 ) determine the manner in which any prescribed fee may be 
collocted ; 

(c ) keep and munta l up to date it copy of the list of all insurers 
who are members of the Insurance Asso (ʻlution of India , 

(d ) with the previous approval of the Central Government, make 
regulations for -- 

(1) the holding of elections other than the first clections ; 

( 11 ) de summoning and holding of nieetings , the onluet of 
business thereat and the number of members necessary to form 
a quoruin , 

(ii ) the submission by insurers to the kxecutive Committee 
of the Life Insurance Council or the General Insurance Council 
of such statements or information ay may be required of them and 
the subenission of copies thereol by the insurers to the Controller 
General , 

(iv ) the levy and collection of any fees ; 

(v ) the regulation of any other matter which may he nocessary 
for the purpose of enabling it to carry out its duties under this 

Act . 
( 2 ) The Life Insurance Council or the General Insurance Council may 
authorise the Executive Coinmittee concerner or the Trift Committeo 
appointed under section 01N to excrcisc any of the powers conferred ou the 
Lifs Insurance Council or the General Insurance Council, ns the ( 850 may 
be, under clause (a ), cluse (b ) or clauso (0 ) of sub -section ( 1). 

64R . Pruner of Central Government to remove difficult129 .- - The Cen 
tral Government may cxercibe such powors us may be necessary for bring 
ing the Life Insurance Council, the General Insurance Council or tho Exe 
outive Committec of any of the said councils , ay the case inay be, into effec 
tive existence for the purposes of this Port, and any such powers shall 
include 

( a ) the power to hold , in such manner as may be directed by the 
Central Government , the first elections to the Executive Committees 
of the Life Insurance Council and the General Insurance Council ; 

(6 ) whore a notification under sub -section (1 ) of section 64A has 
been issued declaring provident societies to be members of tho Insur 
ance Association of Indiu , the powor to associate provident societies 
effectively in the exercise of all powers and the discharge of l] func 
tions of the Life Insurance Council and the Executive Committee 
thereof ; 

( c ) the power to make the provisions of section 401 applicable to 
the provident societies spocified in clause (b ) in the same manner 
As thoy apply to insurers . 

648 . Power to Atempt — The Central Government may, subject to 
guch conditions and restrictions as it may think fit to impose , exempt any 
insurer specified in sub - clause (c ) of clausc ( 9 ) of section 2 from the opera 
tion of all or any of the provisions of this Part. " 

46 . Amendment of section 65 , Act IV of 1988 . - In sub -section (1 ) of section 
08 of the said Act, for the words " nine hundred " the words " one thousand " 
shall be substituted . 
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47. Inportion of new sactius ObA in Act IV of 1938 . -- After section 05 of the 
bail Art the following section shall be inserted , namely -- - 

" Q5A . Prohibition of transaction of insurance business by provident 
HOMtus other than public companies or o operutivi socielles. — No person 
shall, after the commepuinent of thic In - nce (Amendment) Act, 1949 , 
begin to curry on any business spectied in sub -section ( 1) of section 65 , 
uld no provident 0 .01s cuiriying on any such business in the Provinces 
shall, after the cypu : oſ ont venr from such commencement, continue to 
carry on uny such business , less he or it is 

(a ) A public company , or 

(O ) A society registered unler the Co-operative Societies Act, 1912 
( IT of 1912 ) or under any oth -r Inw for the time being in force in any 
Province of india relating to co -operative sovielies , or 

(c ) a bodi corpointe incoporated under the law of any country 
or Sinte outside the l rovinces of Indin ” 
48. Oinission of section 88 Act IV of 1938 . - Section 68 of the quid Act 
shall be omitted 

49. Amendment of section 70 , Act IV of 1988 . — In section 70 of the said 
Act, - - 

(1) in sub -section (3 ), for the figures C7 the figures and letter " 65A , 
67 " shall be substitutel , 
(% ) in sub -bortion ( 11), 

(i) at the end of sub -elnuse ( ii) Ol clause (2), the word " or " shall 
be inserted ; 

( 11 ) clause (5 ) shall he omitted ; and 

( 11i ) utier clause (a ) of tho sccond proviso , the following clause 
shall be insertori, namely : 

“ (aa ) cancel the registration of a provident society if any 

deposit required by section 73 , lins not been made , or 
00 . Amendment of section 71, Act TV of 1988 . — In section 71 of the said 


Act . 


(i) for the words, figures and letter " sections 20 , 32 , 46 and 63A " the 
words, figures , brackets and letters " sub -sections (2 ) and ( 3 ) of section 10 , 
section 20 , sub -section ( 1) of section 27, sections 27A , 28 , 29 , 31A , 31B , 
32, 46 and 53A " shall be substituted ; 

(11) After the words " members of A provident society " the words and 
figures " an references to 4ection 7 or section 98 shall be construed as 
references to hection 73 " shall be inserted . 

51 . Amendment of gection 82 , Act IV of 1988 . - To sub -section (2 ) of section 
82 of the said Act , the following proviso shall be added , namely : 

" Provided that the Central Govornmont may in any cube extend the 
timo allowed by this sub -section for the furnishing of such return by a 
period not exceeding three months. ” 

52 . Amendment of section 85 , Act IV of 1938 . - In section 95 of the said 
Act, sub -section (1) shall be omitted . 

63 . Amendment of section 91, Act IV of 1938 . - - In Aub - section ( 1) of soction 
91 of the suis lct, - 

(i) the word " and " at the end of clause (f) shall be oiniited ; and 
( ii ) after clause (9) the following clause shall be inserted , namely : -- 

" (h ) to soll the immovablo and movuble property of the society 
by public auction or private contract, with power to transfer the whole 
thereof to any persou or society or to sell the same in parcele . 
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54 . Amendment of section 92 , Act IV of 1938 . - In section 92 of the said 
Act , 

(1) In sub- seotion (4 ) 

(1) for the words " the Superintendent of Insurance sball appoint 
a suitable person " , the words " the Controller -General may , if he thinks 
fit, appoint & guitable person ” shall be substituted ; and 

(ii) for the words and if so desired , shall also appoint & commit 
tee of inspection " , the words " and if he considers it desirable, may 
also appoint a committee of inspection shall be substituted . 

( 2 ) In gub - section (11) after the words " forwarded by the liquidator " 
the words " within one week after the meeting " shall be inserted . 

88 . Amendment of section 94 , Act IV of 1988 . - In geotion 94 of the said 
Act, sub -section ( 2) shall be omitted . 

56 . Amondment of section 98A , Act IV of 1938 . - In gection 98A of the 
naid Act , the words , figures and brackets " go however that in guch application 
the references in the second proviso to sub -section ( 1 ) of the said section to the 
oommencement of this Act shall be construed as references to the commence 
ment of the Insurance (Amendment) Act , 1946 " shall be omitted . 

87. Amendment of section 100 , Act IV of 1988 . - In gection 100 of the wid 
Aat, for the words " publish such notices or documents the words " publish 
buch notice together with a summary in the prescribed form of the balance 
beet and revenue account" shall be substituted . 

58 . Amendment of section 102 , Act IV of 1988 . - In section 102 of the said 
Act 

(1) for the word " default " , wherever it cours except for the first 
time, the words " default or contravention shall be substituted ; 

(it) after sub - section ( 1), the following sub -section shall be inserted , 
namely : --- 

" (1A ) The provisions of sub-section (1) shall apply in respect of 
principal agents , chief agents and special agents as they apply in res 

pect of an insurer. 
69. Insertion of now section 1100 in Act IV of 1988 . – After section 110B 
of the said Act, the following section shall be inserted , namely : -- 

" 110C . Power to call for information . - ( 1) The Controller -General may , 
by notice in writing , require any insurer to supply him with any informa 
tion relating to his insurance business , and the ingurer shall comply with 
such requirement within such period after receipt of the notice as may be 
specified therein . 

(9 ) Any information supplier ! under this section shall be certified by a 
principal officer of the insurer and if the notice so requires also by an audi 
tor . " 

60 . Amendment of section 116 , Act IV of 1988 . - In sub -section ( 1 ) of 
section 116 of the rail Act, - 

(1) for tho words " an Acceding State or other Indian State the words 
" any country or State outside the Provinces of India shall be substituted ; 
and 

( it) the proviso shall be omitted . 
61. Amendinent of sarflon 116A , Act IV of 1938 , - - To the proviso to section 
116A of the said Adl . after the words and figures of acction 28 " , the 
word . figures , brackets and letters or section 28A , or the statements referred 
to in sub - section ( ) of sertion 31B or section 400 shall be added . 
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62 . Amendment of section 118 , Act IV of 1988 .-- In section 118 of the said 
Act, at the end of clause (b ) , the word " or " shall be inserted and after that 
clause , the following clause shall be added , namely : 

" (c ) any approved superannuation fund as defined in clause ( a ) of geo 
tion 68N of the Indian Income-tax Act , 1922 (XI of 1922 )," 

63 . Amendment of the First Schedule, Act IV of 1938 . - In the First Schedule 
to the said Act, 

(i) in Part I , in clause (c) of regulation 7, for the words " & certificato 
signed by " and the words " parts of the assets " , the words " where the 
balance sheet relates either wholly or in part to life insurance business , & 
certificate signed by " and the words " part of the assets " shall respectively 
be substituted ; 

(ii) w Form A , in the first colump , for the item " Life Insurance Fund " 
the following shall be substituted , namely : 

" Life Insurance Fund 

(1) Business in India , 

( ii) Business outside India " . 
84 . Amendment of the Third Schedule, Act IV of 1988 .- In the Third 
Bohedule to the said Act, 

(1) in Part I, after regulation 7, the following regulation shall be in 
Berted , namely : 

" 7A , In addition to the revenue account, information shall also be 
supplied of the gross claims payable directly by the insurer in India 
( that is to say, the claims without taking into account claims on rein 
surance ceded or accepted ) separately for fire , marine and miscellane 
ous insurance business and the provisions of sectiong 20 and 116A shall 
not apply to any information go supplied ." 
(2) In Part II , in Form F , 

(a ) in the first column , for the item " Commission " the following 
items shall be substituted , namely : 

" Commission on direct Business ......... 
Commission on Reinsurances accepted . " 

(b ) in the third column , before the item " Other Income to be 
specified ) " , the following item shall be inserted , namely : 

" Commission on Reinsurances ceded ....... ... 
6B . Insertion of new Schedule in Act IV of 1938 . - In the said Aot , the 
" Sixth Schedule shall be re - numbered 88 the " Seventh Schedule " , and be 
fore that Schedule is so reisumbered , the following Scherlule shall be inserted , 
Damely : 


“ THE SIXTH SCHEDULE 

PART A 

[ Seg section 42B (1)] 
Terms deemed to be included in every contract between an insurer carrying on 

general insurance business and a principal agont 
1 . All payments of commission to insurance agents shall be made by the 
principal agent on behalf of the insurer , 
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2 . The principal ugent slull procure or cause to bo procured through insur 
ance agents such an amount of general ingurance business of any class for the 
procurement of which he has been appointeil, as will yield a gross premium in 
como of not less than twenty thousand rupees in each calendar year , 

3 . In the event of the principal rent fru ing in any calcndar year to comply 
with the roquirements of clause 2 , he shall forfeit to the insurer 

(2) one - quarter of the total rennuneration payable to him by the insurer 
for that year , if the class of business for the procurement of which he 1726 
been appointed is fire or miscellaneoug insurance business , or 

( ii ) one -thirl of the total remuneration payable to him by the insurer 
for that year , if the class of business for the procurement of which he las 
been nppointed is marine insuranco business . 

4 . In the event of the principal agent failing to comply with the requirements 
of clause 2 in any two stressive ( endur years , the contract shull , without 
prejudice to the provisions of Chuvga 3 , terrinate on the 31st day of March 
immediately following the second calendar year. 

5 . A principal agent shall not by himsell procure Ally class of general insur 
ance business without utilising the services of an insurance agent 

PART B . 

[ See section 42C ( 1). ] 
Torme deemed to be included in every Montract betuer nglier carrying on 

life insurance husinass and a chief agent. 
1 . All payments of commission to islerance Agents shall be nice by the 
insurer direct or by the chief agent , who iny make the payment fither directly 
or through a special agent on behalf of the insurer . 

2 . The chief agent shall emplos or crusc to be employed for and on behalf of 
the insurer either directly or through special agents at least twelve insurance 
agents in cases where the business in force of the insurer is less than one crore 
of rupecs or in any other caso at least twenty -four agents cach of whom will 
procure in each calendar year new business amounting to not less than ten 
thousand rupces . 

8 . Save As provided iu respect of cases specified in clauso 7 of this Pirt , 
the remuneration payable to the chief agent in respect of lifo insurance busi 
ness effected through him for the insurer shall only be in the form of an over 
riding commission , 

4 . In the event of the chief Agent fajling in any calendar your to comply 
with the requirements of clause 2 , he shall forfeit to the insurer onc-half of the 
total remuneration payable to him by the insurer for that year . 

5 . In the event of the chief ugent failing to comply with the requirements 
of cuause 2 in two successive calendar years , the contract shail , without 
prejudice to the provisions of clause 4 , terminate on the 31st day of March 
immediately following the second calendar year. 

6 . Not more than one intormcdiary to be remunerated by the insurer con 
cerned , whether on A salary basis or by way of commission , shall be employed 
between the chief agent and the insurance agent , but the chief ugent may em 
ploy as many persons us he thinks fit on & salary basis , provided such salaries 
are paid out of his overriding commission . 

7 . In cases where the commission payable on a policy of life insurance 
effected through an insurance agent working under & chief ngent is stopped by 


THE GAZETTE OF INDIA , EXTRAORDINARY , NOV. 8 , 1949 2211 


the insurer and not paid to the insurance agent , an amount not exceeding one 
quarter of such commission payable to the insurance agent concerned inay also 
be payable to the chief Agent, if lie continues to render service in coạnection 
with that policy . 

PART C 

[ See section 420 (5 ). 
Terms deemed to be included in overy contract betulen an insurer carrying on 

life insurance business and a special agent or between a chief agent and a 
special agent, 

1 . All payments of commission to insurance agents shall be made by the 
insurer direct or, on behalf of the insurer , either by the chief agent under whom 
the bpecial agent is working or by the special agent 

2 . The special agent shall employ at least four insurance agents in cases 
where the business in force of the insurer is less than one rore of rupees, or in 
any other case, at least eight insurance Agents euch of whom will procure in 
ench calendar year new business amounting to not less than ten thousand 
rupees assured . 

3 In the event of the special agent failing in any calendar year to comply 
with the requirements of clause 2 , he shall forfeit to the insurer fifty per cent . 
of the total remuneration payable to him by the insurer , or, as the case inay 
be, by the chief Agent, for that year 

4 In the event of the special agent failing to comply with the requirements 
of clause 2 in two successive calendar years, the contract shall , without pre 
judice to the provisions of clauso 8 of this part terminate on the 21st day of 
Morch immediately following the scuond calendar year 

5 The remuneration payable to the special gent in respoct of policies of 
life insurance effected through him shall ouly be in the form of an overriding 
commission . 


Drplanation . — In this Schedule " business in force " means the total sum 
noured with bonuses, without taking into account reinsurances , ceded or ac 
cepted , by an insurer in respect of the whole of the life insurance business on 
the last working day of the calendar year or the period covered by the revenue 
account furnished by such insurer under clause (b ) of sub -soction ( 2 ) of section 
16 , as the case may bo , preccding the calendar year in question . 
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STATEMENT OF OBJECTS AND REASONS 
A Bill to amend the Insurance Act , 1988 , was pending in the Constituent 
Assembly (Legislative ) and it was with the permission of the House withdrawn 
in January 1948 , in order to enable reconsideration of the provisions thereof in 
the light of the changed conditions arising out of the Partition and the changed 
constitutional position . That Bill contained provisions designed to implement 
the main recommendations made in 1946 by a Committee constituted under 
the Chairmanship of Sir Cowasjee Jehangir . That Committee , it may be re 
called , went into the question of frequent changes in the management of 
Insurance Companies and other undesirable features in the administration of 
Insurance Companies . There were also , in the Bill , other provisions limiting 
the commission method of payment of remuneration and placing a limitation 
on the expenses of insurers , and was in the form in which the Select Com 
mittee of the old Legislative Aggembly had altered it in March 1947 . 

2 . The Government appointed an Informal Committee of persons knowledge 
able in insurance matters to examine the provisions of the above Bill and also to 
review all the provisions of the Insurance Act with a view to suggesting Bult 
able amendments having regard to the changed circumstances . The report of 
this Committee was further considered by the Insurance Advisory Committee 
and the present Bill aims to incorporate in the law provisions which Govern 
ment, in the light of all this further examination , consider desirable . 

8 . This Bill incorporates the main provisions in the old Bill which aim at : 
( 1) making it difficult for designing financiers to get control of insurance com . 
panies or to use insurance funds for speculative purposes, and ( it) preventing 
interlocking of interests between insurance companies and banks . In the 
matter of limitation of over- all expense8 , however , present opinion is that it 
would be inadvisable to follow the somewhat rigid lines of the provisions in 
the old Bill . Instead , it is proposed that a statutorily recognised association 
of insurers should be formed with two executive committeeb - one for the life 
business and the other for the general busines — to determine annually the 
reasonable limits for expenses of insurers having regard to all the clroumstances 
relevant thereto during the year and to recommend to Government action in 
respect of those that exceed the reasonable limit . 

4 . Provisions have also been included to strengthen Government s control 
over ingurers by inspection of the insurers books , whenever required, to libera 
lise the conditions of service of insurance Agents and to enable the conversion 
by a less tedious procedure of proprietary joint stock insurance companies into 
mutual companies. It is also proposed to institute a class of Approved In 
vestments , and to refix the minimum proportions of the Indian Life Fund that 
should remain invested in Government securities , Approved Securities and 
Approved Investments . 

5 . Brief explanatory notes on the clauses of the Amending Bill are given in 
the annexed Notes on Clauses . 

K , C, NEOGY. 
NEW DELHI; 
The 7th November, 1949 . 
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NOTEB ON CLAUSEⓇ 
Clause 2 seeks to extend the Insurance Act to the States for which the 
Dominion Legislature can legislate on the subject of insurance . 

Clause 3 , among other matters , enlarges the scope of " approved securities : 
by including shares of any Corporation whose principal and dividend are guaran 
teed by the Central or a Provincial Government and , to the extent that such 
securities were held prior to partition , securities which have now become Pakis . 
ten Government securities and Karachi Port Trust securities : 

brings the definitions of “ auditor " and " Government security " upto 
date ; 

adds definitions of " banking company " chief agent " , " investment 
company " , " principal agent" , " private company" , " public company and 
" special agent" ; and 

defines the classes of fire , life , marine and miscellaneous insurance 
business . 

Clause 4 changes the designation of the Superintendent of Insurance . 

Clause 5 clarifies the rule of construction in applying the Act to the Acceding 
States and provides for the appointment of the Controller -General of Insurance . 

Clauses 8 and 47 provide that only a public company or a Co -operative 80 
ciety shall carry on insurance business . Power to grant exemption to cover 
cases such as superannuation funds is retained . 

Claus provides for cancellation of the registration of an insurer who 
carries on any business other than insurance or business incidental thereto and 
for reviving the cancellation under certain circumstances . 

Clause 8 rectifies a small drafting defect. 

Olaube 9 provides that a life ingurance company should have only ordinary 
shares with voting rights proportionate to the paid -up capital and should maid 
tein a register showing the beneficial owners of its shares and further makes 
provision for altering the existing capital structure suitably with the sanction 
of the Central Government. It also provides for the conversion of a proprie 
tary company into a mutual company through a scheme sanctioned by the 
Central Government . 

Clause 10 . Sub - clause (i) is merely consequential ; sub - clause (it) places 
United Kingdom Insurers on a par with other non - Indian insurers in the matter 
of instalments towards deposits . 

Clause 11 extends the time allowed for the submission of the statement of 
life assets and prescribes the manner of preparing such statement . 

Olauso 12 requires details as to the occupation and other directorships of 
tibe directors , managers and others to be furnished . 

Olause 13 provides for an actuarial valuation every three years instead of 
every five years . 

Clauses 14 and 15 are clarificatory . 

Olause 16 reduces by 5 per cent the quantum of compulsory investments to 
be held in Government and approved securities, prescribes the proportions to be 
held in these and provides that investments shall be held free of any encum 
bronce . United Kingdom Government securities will also cease to be authorised 
investments for this purpose and time is allowed for the change over . Non - Indian 
insurers should hold their compulsory investments in India . 

Clause 17 institutes a class of " Approved Investments " and places certain 
restrictions on the investment of life insurance fund and certain other funds 
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of an insurer including restrictions on the amount that can be kept by an in 
surer in the shares of any one banking , investinent or joint stock company and 
on the amount that can be kept in deposit with any one banking company. It 
also provides for requiring an undesirable or unsuitable investment to be 
vacated . 

Clause, 18 . Sub - clauge () is formal. Sub -clause ( ii ) provides for the furnish 
ing of periodical certificates to the effect that investments constituting the 
controlled funds are generally held free of any encumbranoe . 

Clause 19 provides for the reporting of changes in the investments constitut 
ing the life insurance fund and certain other funds quarterly to the Controller 
General of Insurance . 

Clause 20 places further restrictions on loans that may be granted by a life 
ingurance company . 

Clause 21 makes to management of an insurance company as distinct from 
the company itself liable for losses resulting from unapproved investments . 

Clause 32 is clarificatory . 

Clause 23 seoks to restrict commission -method of remuneration to chief, 
principal, special and insurance agents , to prohibit nomination of a successor 
or assignment of office by a manager, managing director , or other officeſ and to 
check payment of excessive remuneration to insurance executives . 

Clause 24 seeks to prohibit insurers and banks from having common officers 
and requires insurers of more than a certain size to have only whole -timo 
officers , 

Claude 25 authorises the Contral tovornment to order investigation of the 
affairs of an insurer and after investigation to secure appropriate action being 
taken . 

Clauses 26 , 27 and 28 provide for the Controllor-Genernl Banctioning 
schemes for the transfer and analgamation of the business of insurers . 

Clause 29 provides for the appointment of a guardian to receive policy 
monies on behalf of a minor nominec 

Clause 30 contains amendments consequential to the provisions in clause 31. 

( lau8i8 3 ] and 45 provila for the control of over -a l expenses of all insurers 
through the medium of a statutory association of insurers and two Councils 
operating through two Executive Committees with Government representation , 
one being for life and the other for general insuranch . The General Insurance 
Council is also to regulnte the tarifl rates and conditions . Maximum rates of 
comigiesion to insurance agents :17 1 special agents ir life insurance business 
and to insurance Agents and principal agents in yeneral insurance busi 
ness ale prescribed . 

Clauso 32 provides for triennial licences instead of annual licences for in 
suranco agents . 

Clauses 33 and 65 provide for tlic licensing of principal, chief and special 
agents and the cancellation of such licences and nlso regulate the terms of em 
ployment , activities and contracts of principal, chief and special ugents . 

Clause 34 liberalises the conditions for compulsory continuance of payment 
of renewal commission to an insuranco agent . 

clause 35 provilcs nuthority to call for information regarding matters speci 
fierl in clauses 81 and 33 . 

Clause 36 omits the tiinc-limit within policy - inouies cuia be paid into 
Court. 
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Clauso 37 proyiden Jor retenting disputes relating to claims on small life in 
surance policijs to the Controller -veneral of Insurance . . 

Clausu 38 provides thao watu 111suiluce company should have at least two 
policy -holdors directors and disquunto exemployees tut a poriod of five years 
trom suy directorships, with an excepun in the cusu of the chief executive. 

Clauso 39 is formal. 

Clause 40 prohibits Indian life insurance compauilis from having common 
directors except under certuin limited circumstances. 

Clause 41 limits the part of surplus allocated to the shareholders . 

Clause 42 provides for tho appointment of an Administrator to inanage the 
atliairs of an insurer under certain circumstances and for the Controller . . 
General to take vecessury action with regard to the future of the insurer , after 
getting a report froin the Administrator. 

Clause 43 is consequential. 

Clause 44 provides for an annual certificate that section 14 is being com 
plied with 

Clause 46 raises the upper limit for policies issued by provident societies 
from Rs. 000 to Ra . 1 ,000 . 

Clausen 40 und 65 omit certain provisions thus plucing provident societies 
on a par with insurers in this respect , 

Clause 43 . Sub - clause (1) is consequential, Sub -clause ( 2) provides .for can . 
cellation of registration of a provident society , for non - payment of deposit , 
without going to Court. 

Claus08 60 and 52 apply to provident societies certain provisions applicable 
to insurers. 

Clause 61 provides for an extension of time for furnishing valuation returns 
and for a clarification . 

Olause 53 clarifies the power of the liquidator of a provident society to sell 
its property . 

Claude 64 authorises the exercise by the Controller-General of some discretion , 
in appointing a liquidator or coinmittee of inspection and prescribes a time- limit 
for liquidators report. 

Clause 56 makes a consequential change , 
Clause 67 makes some formal changes . 
Clause 58 (i) corrects a drafting flaw 

(ii) makes principal, chief and special ugentg liable to be prose 

cuted for any contraveution of the Aot. 
Olause 69 requires an ingurer to supply any information relating to his busi 
ness required by the Controller -General. 

Clauso 60 extends the scope for granting exemptions where necessary from 
the provisions of the Act. 

Claude 61 is consequential. 

Clause 62 permits the grant of exemptions from the nocessity of complying 
with the provisions of the Act to an approved Super &unuation fund . . 

Clauses 63 and 64 are formal and clarificatory . 


M . N . KAUL , 

Secy . Lo the Govt. of India , 
- - - - - - 

- - 
PUBLISHED HY TII MANAGER OF PUBLICATIONS, DELHI, INDIA , 
PAINTED BY THY MANAOZE , GOVHANHINT OF INDIA PAIG8 , NEW DELHI, INDIA , 


